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M4Y 2A7 
February 2/th., 1980 (416) 960-3362 


Mr. J.F. Brown 

Director 

Community Renewal Branch 
Ministry of Housing 

60 Bloor Street West 
Toronto, Ontario 


Dear Mr. Brown: 


I am pleased to submit the attached Interim Report: The Business of Housing 
Renovation in the City of Toronto. This report has been prepared for discussion 
purposes as part of the overall work program of the Residential Rehabilitation 


and Conversion study. 


The interim report is based primarily on statistics, case studies and interviews 
with persons in the renovation business. It will be used as a basis for further 
discussions with municipal officials and financial institutions concerning housing 
rehabilitation, as outlined in the original study program. 


I look forward to your comments on this report, and to completing the full study. 


Yours truly, 
2 es Bee ? 


W.G. Anderson 


NOTE: 


This is an interim report prepared for discussion purposes. Comments 
on points raised in this report will form part of the input for other 
aspects of the study not in this report. The format of the final 


full report is outlined in Section 1: The Study as a Whole. 
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RESIDENTIAL REHABILITATION AND CONVERSION, 
PROCESS AND ISSUES 


INTERIM REPORT: 


THE BUSINESS OF HOUSING RENOVATION 
IN THE CITY OF TORONTO 


Se 


W.G. Anderson, 


Planning and Research 


Section |]: The Study as a Whole 


SecttTon. |.) Study Context 


Rising energy costs will continue to make automobile use less 
financially attractive compared to public transit. Housing in the central 
city is comparatively better served by transit than the suburbs. 


Family size is decreasing with children becoming a smaller pro- 
portion of the total population. Suburban communities designed for child 
rearing, often are not attractive to childless couples who appreciate the 
entertainment opportunities and convenience of the central city. 


Older persons are becoming an increasingly large proportion of the 
population. Households comprised of older couples and older single persons, 
often cannot financially or physically maintain large suburban homes and 
want smaller rental units with the convenience of a central city location. 


These factors indicate the likelihood of an increasing consumer 
demand for central city housing combined with a decline in the rate of 
construction of suburban housing. This study attempts to identify issues 
and provide basic information about the role housing renovation is now 
playing and will play in satisfying this shift in housing demand. 


Some issues have been tentatively outlined, that may be considered of 
Provincial interest. These issues can best be stated as questions: 


(1) With a probable continued slow down in the growth of suburban 
construction, can employment in construction be maintained through reno- 
vation of central city housing? Should this be an objective of Ontario 
Government policy and if so, what actions may be required? 


(2) Rental accomodation is in short supply in major urban centres 
in Ontario. Will rental accomodation suitable for smaller households be 
provided through renovation initiated by the private sector without further 
government intervention in the market? Should rental accomodation through 


renovation be an Ontario Government housing policy objective and if so, 


what action may be required? 


(3) Renovation changes the quality of the housing unit. Does the 
Ontario Government have an interest in preserving certain quality standards 
for renovation? Are these standards different than those that exist now? 
Should this interest be pursued by specific objectives and policies for 


renovation activity? 


(4) Renovation often changes the income and social class character- 
istics of a neighbourhood. Rentors, owners, developers, those moving in 
and those moving out of an area, often have conflicting interests. Should 
the Ontario Government develop specific housing objectives and policies 
that recognize the divergent interests that are involved in the process 


of renovation? 


HeCLAOnEl. ¢! Study Objectives 


The study provides basic information concerning the economic 
feasibility, market potential, and economic impact of housing rehab- 
ilitation and conversion in the City of Toronto and Metropolitan Toronto 
as a whole. The emphasis is on identifying the method of operation of the 
current private sector businessmen owning property and initiating activity 
in the renovation field. An understanding of their activity is essential 
to any future analysis of the implications of possible new government 
policy. The study specifically investigates the attitudes of these bus- 
inessmen, municipalities and financial institutions towards renovation 
activity. 


section. |3: Study Scope 


The focus of the study is on profit motivated activity of individuals 
Or companies which: 

a) adds additional rental housing units to existing housing, housing 
conversion and, | 

b) renovation activity that increases the value of an existing 
housing unit for resale or rental, rehabilitation or renovation 

The study concentrates on the identification of differences between 
types of companies in the business. Excluded from the study are home repair 
type contractors who do not own the buildings they work on and renovation of 
principal residences by their owners. 


Housing renovation is classified by residential structure type and 
case studies have been developed for the different types to aid in the 
discussion of costs and business approaches. Case studies developed and 
analysed as to cost and economic feasibility are: 

a) A central Toronto semi or detached brick house renovated for one 
family use through an economy renovation option and a luxury renovation option. 


b) The same brick house renovated for two dwelling units as a 


duplex. 


c) The creation of a one family dwelling unit over strip retail 


space, with economy and luxury renovation approaches. 
d) The creation of two dwelling units over strip retail space. 
e) The modernization of an older walk up apartment. 
f) The renovation of a suburban post war single family house to 


create a two dwelling unit duplex. 


Section 1.4: 


Work Program 


The study is divided into five major phases. The interim report is 


part. 1. 


Pails: 


Parte: 


Part. 3: 


Part 4: 


Parti ae 


Determine the private sector economic feasibility of 
residential rehabilitation and conversion using available 
statistics, case studies, and developer interviews from 
the City of Toronto. 


Undertake an occupant phone survey from renovated buildings 
identified in Part | and estimate the potential demand for 
and potential supply of building stock for rehabilitation 
and conversion for Metropolitan Toronto in total and for 
the City of Toronto. 


Establish existing municipal policies and practices \con- 


cerning rehabilitations and conversions. 
Establish the existing role of financial institutions. 


Establish the economic impact of rehabilitation and conversio 


Section 2: Interim Report: 
The Business of Housing Renovation in the City of Toronto 


SACTION. cel: Purpose, Study Approach and Objectives 


The interim report is a description of renovation for profit; it's 
economic feasibility, impact on the housing market, and relationships with 
municipalities and financial institutions. The report will be circulated 
to renovators for their comments and used as a basis for discussions with 
municipalities and financial institutions. 

The report is based primarily on three sources of information. 

a) Typical Renovations 

The study team has chosen buildings of the types noted 
previously that are typical of the building stock in Toronto. 
Architects drawings and specifications have been prepared for 
each building with differing assumptions about the nature of 
work undertaken. Complete construction cost estimates were then 
prepared for each element of construction and for the total 
construction cost of renovation. Combined with market information 
on rents, property sale values and operating costs, return on 
investment pro-forma calculations were prepared. This information 
is presented in Section 3 of the Interim Report. 


b) Data on Renovation Activity 
There is no readily available source of statistics on 

renovation. Special computer tabulations using City of Toronto 
building permit data have been developed for this study. Data 
has been assembled to isolate what types of buildings are being 
renovated, those adding extra rental units and those being renovated 
for resale. This information is presented in Section 4 of the 
Interim Report. A complete review of the data preparation sources 
and methodology will be prepared for the final report. 


c) Renovation Interviews 
More than fifteenprincipals of companies in the renovation 
business, who own and control the properties they renovate, were 
contacted for this study. Of these, 10 owners were interviewed in 


detail about their operations using a structured questionnaire 
format to solicit comments on a number of consistent topics. 
The questionnaire and names of renovators contacted are in the 
Appendix: The results of these interviews form the body of 
this report, SECLAONS 5) LO 10. 


The specific objectives for this interim report on the renovation 

business can be stated as follows: 

a) Outline the scope of renovation activity for profit indicating 
its economic viability, the types of companies involved and 
their operating procedures. 


b) Highlight the interaction with government at all levels and 
identify issues. 


c) Highlight interactions with financial institutions and identify 


issues. 


d) Indicate areas of business operation that are considered satis- 
factory by their owners for the continued growth of their 
business and areas that are not. 
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Section 3: Financial Feasibility 


An Analysis of Typical Renovation Case Studies 


section 3.1]: The Base Case: 


Why Renovate as a Business? 


There are really two profit motivations for renovation activity: 


a) Capital gains on property sales and, 
b) Income from property rentals. 


To illustrate why people are in renovation, an analysis of two 
typical buildings is presented below, one for resale, one for rental. 
These hypothetical situations are followed in later sections by further 
discussions of various renovation options. 


SEC LTOM oe lal Renovation for Resale, Feasibility Approach 


The professional renovator in the resale business makes his profits 
by buying housing for as little as possible, adding improvements he feels 
appropriate and selling for whatever the market will bring. The business 
is straightforward accumulation of capital gain. It is important to stress 
that although there are definite upper limits in neighbourhoods as to what 
a renovated house will sell for, there are no fixed guidelines as to what 
physical changes constitute a renovation. There is little direct relation 
between the final sale price and the actual cost of the unrenovated house 


plus labour and materials. The purchaser is in many cases buying an image 


of a renovated house rather than a checklist of hard improvements made to 
the property with a cost attached to each that he recognizes as creating 
the value in the price paid. This uncertain value created by the "look" 
of a house, gives the opportunity for companies to create this "Took" with 
minimal renovation and yield very high profits. This approach is contrasted 
to other renovators who rebuild a house, constructing everything to com- 
pletely new standards leaving only the outside walls and floors, from the 
original structure. Two renovation approaches are the prevalent: 

a) The partial renovator 

b) The rebuilder renovator. 


Both types must work within the general maximum price constraints of 
their neighbourhood markets. The following illustration shows a typical 
house renovation indicating the spectrum of cost and profit available in 
house renovation for each of these groups. . 
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Renovation for Resale 


Scope of Market Value 


Assumptions - (1800 sq.ft.) 167 sq. metre house, two storey solid brick 
- Total time from acquisition to resale, 6 months 
Partial House for Resale Rebuild 
Renovator $ Renovator 
$150,000 $150,000 
{ available for 
Profit, Overhead 
Market Price and Carrying 
$30 - 40,000 
$110,000 $100,000 $110-120,000 
available for Profit, Rebuild, Labour 
Overhead and Carrying and Material Costs 
$20 - 40,000 $60-70,000 


$70-90,000 


Partial Renovation 


Labour and Material 


Costs $20,40,000 


$50,000 $50,000 Sale Price $50,000 
Unrenovated 


‘ 


$40,000 Mortgage 


A 


$10,000 Down 
Payment 


Illustration 2: Renovation for Resale 


Profit Analysis 


Revenue 


Final Sale 
Real Estate Commission 6% R 
(1) Gross to Renovator 


Invested Capital 
Down Payment 


Construction (and fees such 
as legal) 

Carrying Construction 

6 mos. at 16% 

Existing Mortgage Carrying 
137, 6.mos (ally interest} 
(2) Total 


Existing Mortgage 


(3) Total Invested Capital 


(4) Profit Before Salaries or 
Fees to Owners (1)-(3) 


Return Pre Tax on Total Invested 
Capital, 6°*mos. (4), 4: (2) 


Owners Invested Capital (a)+(b)+(c) 


Annual Pre Tax Return on Total Invested 


Capital 


Annual Pre Tax Return on Owners Invested 


Capital 


=< [l= 


Partial Rebuild 
Renovator Renovator 
$110,000 $150,000 
$6,600. $_-9,000 
$103,400 $141,000 

$ 10,000 $ 10,000 (a) 


$ 20-40,000 $ 70,000 


$ 1,600-3,200 $ 5,600 (b) 


$ 2,600 $. (256008 1G) 


$ 34,200-55,800 $ 88,200 


$ 74,200-95,800 $128,200 


$ 29,200- 7,600 $ 12,800 


85% - 13.6% 14.5% 


$ 14,200-15,800 $18,200 


170% - 27% 109% 


412% - 96% 141% 


*real estate commissions may be as low as 4% 
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These illustrations are not actual examples, however, the figures mentioned 
are realistic based on discussions with people in the business. The il- 
lustrations are meant to highlight the following points about the renovation 
for resale business: 


(1) Both rebuild renovation and partial renovation are profitable 
businesses. The returns on invested capital compare favourably 
with interest rates on alternative investments such as mortgages 
(13%-14%) and contain an extra profit to compensate for risk. 


(2) The rebuild renovator is usually selling at the top of his market. 
He has little flexibility in terms of his sale price, to maintain 
his profitability. These companies are particularly vulnerable 
to delays in construction and sales. 


(3) The partial renovator on the other hand, has less money invested 
and a more flexible selling price to maintain reasonable profits. 
He may get lucky in some markets and sell for prices near the re- 
build price, with only a portion of the rebuild costs. In this 
case, his business can be extremely profitable. 


(4) The partial renovator has no standard approach to the renovation 
of a house. He will repair and rebuild only as needed to create 
the "look" of a renovated house which he feels is marketable in 
an area. Costs and profitability may vary widely from house to 
house. 


(5) The consumer in comparing a rebuild house to a partial renovation 
may incorrectly assume he is getting the same basic rebuilt services, 
but at a more competitive price. Since there is no listing of 
work done or ability to check inside walls for such things as; 
insulation, wiring, plumbing and structural condition, he may 
not get the value he expects. 


Sections ees Renovation for Rental, Feasibility Approach 


The professional renovator in the rental business makes his income from 


buying, renovating and holding for income. The profit in income producing 


a te 


real estate comes from: 
a) The income stream 
b) Capital appreciation of the asset. 
c) Tax shelter provided by depreciation. 


The incentive for this type of business is less obvious than renovation for 
sale because initial actual income may be quite low. The overall incentive 
is, however, clear. Real estate can appreciate in value by at least the 
rate of inflation. Since this is the case, a sensible long term investor 


will seek to hold real estate rather than sel] it if, in fact, income can De 


~ increased with inflation. 


The following illustrations show the hypothetical renovation of a single 
family house into a duplex. The full picture is a description of the asset, 
as built now, its income stream over 5 years and its capital gain or sale 
after 5 years. A five year term was chosen because this is the longest 
current term that the payments on a mortgage can be fixed. 


In order to explain this fully, the concept of Capital Cost Allowance 
must be presented. Capital Cost Allowance is a deduction allowed for 
depreciation against a real estate asset's income for tax purposes. Rates 
differ but the common amount is 5% of the building value (not the land) 
in the first year. Each subsequent year is then 5% of the initial value of 
the building less Capital Cost Allowance deducted to date. Since in the 
early years of a building's life the income may be low, the Capital Cost 
Allowance available is often in excess of income. For real estate 
companies, this excess can be used to reduce tax that might be payable from 
other real estate holdings. This is a clear incentive for real estate 
activity, and is not allowed for individuals not in the real estate business. 
Capital Cost Allowance, however, is not a giveaway. It is a tax deferral 
scheme. When the building is sold, if the sale price for the building 
(not land) is in excess of the depreciated value, as written down by the 
Capital Cost Allowance, then the difference between the original value and 
the depreciated value is added back as income and taxed at the corporate rate. 
This is called recapture of Capital Cost Allowance. The numerical example 
following will clarify how this works. 
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Assumptions: 


(1) 


Renovation for Income: 
The Property 


The unrenovated house is approximately 
(2000 sq.ft.) 186 sq. metres with a sale 
price of: 


The total cost of renovation to a du- 
plex is: 
(including all carrying and overhead) 


Total cost of renovated property: 


For taxation purposes the land is 
valued at: . 
and the depreciable building at: 


A mortgage is negotiated on the property 
at, 1324for: 

It is assumed that interest only will 

be paid, no principal 


Owners equity in the building is: 
The building owner is in the real estate 


business for tax purposes, which means 
he (a) may depreciate the property for 


the full Capital Cost Allowance provisions 


mt 


$ 60,000 


$ 70,000 


$130,000 


$ 40,000 
$ 90,000 


$ 60,000 


$ 70,000 


of the Income Tax Act, (b) he must include 


the full amount of capital gains or sale 
as income, not 50% as would on individual 
selling a second property like a cottage, 
(c) Capital Cost Allowance in excess of 
the income from the building’ can be used 
to reduce income from other real estate. 


(11) 


Pg Ph 


The building owner is assumed to have more 
than one building. Income from these other 
older depreciated assets is available to be 
sheltered from the Capital Cost Allowance on 


this new building 
The assumed corporate tax rate is 50% 


Rental income and costs go up 6% a year under 
rent controls, giving a constant annual operating 
income of 6% 


The building is fully rented in year one 
for $1,000 a month, 
$400 a month for a 1 bedroom apartment 
$600 a month for a 1% storey top floor 

2 bedroom apartment. 
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Illustration 4: Renovation for Income 


SS 


Duplex Year | 


Income Statement for Tax Purposes 


Annual Gross Income $12,000 


Operating Expenses: 


Heat 2 units $ 800 
Hydro 2 units $ 500 
Taxes duplex $1000 
Water 2 units $ 140 
Insurance $ 150 


Misc. and Main- 
tenance $ 410 

$3000 $ 3,000 
Operating Profit: $ 9,000 


(Note: this is($ 9,000) a poor 7% return 
($130,000) 


on invested capital, but it's not the 
full picture) 


Mortgage Interest (13% of $60,000) $ 7,800 
Net Profit: fe ‘lee200 
less Capital Cost Allowance C.C.A. $ 4,500 
(5% of $90,000) 

Taxable Income 0 


Unused C.C.A. available for other income tax shelter: $ 3,300 
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Litustration &: Income Property 


Five Year Feasibility Analysis 


The following figures outline the sequence of calculations 


necessary to indicate the property value: 
(1) Cash Flow (Income Stream) and Tax Shelter, Figure 1 
(2) Capital Gain, value at sale, Figure 2 


(3) Comparison to less risky bank or mortgage investment, Figure 3 
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Definition of Terms and Assumptions 


Operating Profit - this is all rental income received, less 
hard costs of operation for the year, before interest payments. 

Mortgage Payment - this is the annual interest paid on the mortgage. 
For calculation convenience it is assumed the total payment is interest. 
In most cases a very small portion of the payment would be principal. 

Net Profit - this is operating profit after mortgage interest is 
paid. 

C.C.A. - Capital Cost Allowance - this is a deduction for building 
depreciation allowed for Income Tax purposes (as outlined previously). 

Taxable Income - this is net profit not sheltered by C.C.A. upon 
which taxes must be paid. 


Tax Payable - it is assumed the company is paying corporate taxes of 


50%. 

After Tax Income - this is the profit on this building alone. 

Excess C.C.A. - it is assumed that the company has other real estate 
income which can be sheltered from tax by this extra C.C.A. The value of 


the C.C.A. is 50%, the same as his tax rate which he would have paid on the 
other income. 

Total After Tax Income and Tax Sheltered Income - this is the total 
of his after tax income from this building and the value of excess C.C.A. 
used against the other building's income. 

Comparative Effective Pre Tax Income - this is a fictitious amount of 
money. It is twice the amount of after tax income and tax sheltered income. 
It is the assumed pre tax amount of money he would have to invest in something 
other than real estate to yield the same after tax income at a 50% tax rate. 
This is used later to compare the real estate investment to other investments. 

Equity - this is his original out-of-pocket capital in the building. 

Pre-tax Return on Equity - this is the percentage effective pre tax 
income of the owner's equity. It indicates a rate of return that can be 
compared to general levels of interest rates. 

Present Value of Income - this is an adjustment for inflation. Because 
money is worth less over time, how much the value is of money received will 
depend on when it is received. To adjust for this, all income for each 


as (exe 


year is calculated at its present value. An inflation rate of 8% is 

used for present value. Higher or lower rates could be used as needed. 
Capitalized Value of Income - this is the effective pre tax income 

divided by the general level of interest. It indicates what someone 

would pay in total capital to receive an annual interest payment equal to 

the income. For example, if income is $100 and the general rate of interest 


is 12%, the capitalized value of the $100 is as $833. 
ene 


Mortgage Principal - this is the unpaid principal amount of the 
mortgage owed to the lender. 

Total Market Value - this is the sum of the capitalized income amount 
and the mortgage principal. It indicates what someone would pay for the 
building solely to gain the income generated. 

Capital Gain - the market value less the original cost. For a real 
estate corporation all of this is taxable. For an individual only 50% is 
added to his income. 

Recapture of C.C.A. - all of the tax deferred must be paid back and 
taxed at the normal corporate rate when the building is sold. If there is 
a capital loss it is assumed that the building has depreciated by the amount 


of the loss. This is deducted from the amount of potential recapture. 
Effective Value of Capital Loss Tax Shelter - capital losses can be 
used to reduce tax payable on other income for a real estate company. It 


is assumed the company has other income. A capital loss thus is a positive 
decrease in taxes and is thus worth 50% (corporate tax rate) of the amount 
of the loss added to his cash proceeds from sale. 

Cash Proceeds - this is money in hand after the sale. It is the sale 
price less the mortgage (which would be discharged) less any tax or plus 
any value attributable to a capital loss. Real estate commissions and other 
fees are not included. 

Comparative Value - a hypothetical bank, bond or mortgage investment 
is considered. It is assumed to yield the same interest as the mortgage 
and the capitalization rate. Total comparative cash from the investment 


comes from the annual pre tax interest payments discounted by present value, 


SO 


and from the present value of the principal in 5 years. Pais: total 1s 
compared to the real estate, total pre tax present value of income and the 
present value of the cash proceeds he would have in hand after sale. To 
be competitive and compensate for risk the real estate investment should 
show a larger amount of money in hand than the safe hypothetical investment. 
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Income Property 
Five Year Feasibility Analysis 
Figure 2: Capital Gain 


Cash received and paid 


Year 5 Market Value rec'd 
less Cost mortgage 
(1) Capital Gain net 6 


(2)  Recapture (total C.C.A. reduced 
by capital loss if applicable) 

(3) Taxable Income (1)+(2) (loss) 

(4ay> Paid: Tax 502 

(5) Effective Value of Capital Loss 
Tax Shelter (3)+ 2 


After Tax Available Cash Proceeds 
(6)-(4) or (6)+(5) for Capital Loss 


Figure 3: Comparative Value 


Income Producing Real Estate Bank Investment 
Annual Interest 


Present Value Income Stream Total Equity 
Present Value Capital Gain Interest Rate 
Annual Pre Tax 
Total Income 
Present Value of 
All Income 
Conclusion Present Value of 
Equity at end 
of Year 5 


TOTAL 
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Illustration 6: Renovation for Income 


Typical Duplex, 
Income Property: Five Year Feasibility Analysis 
Assumptions: 


(1) Mortgage Rate, Capitalization Rate and Comparative Bank 
Rate of Interest, 13% 


(2) Discount rate for inflation 8% 
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Income Property: Duplex 
Five Year Feasibility Analysis 


Figure 2: Capital Gain 


Cash Received and Paid 


Year 5 Market Value $115,600 $115,600 
Less Cost 130,000 60,000 mortgage 
(1) Capital Gain (14,400) 55,600 (6) 


(2) Recapture (total C.C.A. 
- reduced by capital loss if 


applicable) 5,959 
(3) Taxable Income (1)+(2) (loss) (8,441) 
(4) Paid tax 50% 0 
(5) Effective Value of Capital Wee 


Loss Tax Shelter 
After Tax Available (6)-(4) or 
(6)+(5) 59,821 


Figure 3: Comparative Value 


Income producing real estate Bank Investment Annual Interest 
Present value Income Stream Total $25,395 Equity $ 70,000 
Present value Capital Gain $40,713 Interest rate 13% 
TOTAL $66,108 Annual pre tax 

income 9, 100 


Present value 

of all income 

Sry: 36,309 
Present value of 

equity at end 

of Year 5 47,600 


Conclusion: not viable TOTAL $ 83,909 
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These illustrations do not refer to an actual building; detailed 
Case Studies follow. However, they are based on realistic values and 
illustrate points made by many in the business about renovation for rental. 


(1) The combination of current interest rates and rent control 
limiting rent increases to 6% makes renovation for rental generally 
unfeasible. 

(2) Some companies are, however, still in the business. They are 
in fact willing to take lower returns because they are speculating that the 
land value will increase due to a change in use or density some time in the 
future. Under these circumstances the capital gain on sale could be 
considerably more than that indicated by the rental income from a duplex. 
This is a very real possibility for central Toronto properties. The general 
applicability of this motivation may, however, be limited if properties are 
considered for renovation in less central,stable residential areas. 

(3) Rental properties have variables that can make them pay. One 
option is to increase total floor area rental levels by making small units 
that yield proportionately higher rents than large units. UntsSeaTs occurring 
in areas of the City with 32.5 square metre (350 square foot) ‘bachelorette’ 
apartments. Also, a drop in the interest rate or higher increases in rent 
levels will make a significant difference to profitability. The rental 
owner has time to take advantage of these future possibilities. Another 
option with rent control is an upfront cash payment to secure the apartment. 
This may compensate for lower rents. 
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SOCLION: 3. .c- Quick Feasibility Tests 


The previous sections outlined the general financial parameters of 
renovation activity, and methods to use to assess profitability. Further 
complete renovation details and cost estimates have been prepared for typical 
renovation building types of interest to this study. These are presented 


in the following sections. The suburban proposal isn't complete due to data problems. 


Each renovation approach will be considered for financial viability by 
the use of the following quick tests. 


Property for Sale 


(1) The maximum sale price will of course vary by area, but $150,000 is 
considered reasonable by current market standards for the type of 
house being analysed. Within this sale figure, would be $10,000 for 
profit and $9,000 in real estate commissions, leaving a net figure 
of $131,000. For this study, if a reasonable purchase price plus the 
renovation cost, is within the $131,009 figure, the renovation for 
Sale will be considered viable. 


Property for Rental 


(1) Rent levels also vary by area, but the following maximum monthly fi- 
gures will be used. 


$ 650.00 for the economy single family renovation not including heat 
or hydro. 


$1000.00 for the luxury single family renovation not including heat 
or hydro. 

$ 400.00 - $500.00 for a multiple unit one bedroom rental. 

- $ 500.00 - $600.00 for a multiple unit two bedroom rental. 

- $ 800.00 for a multiple unit three bedroom rental. 


all of the multiple unit rentals include all expenses. 


(2) For each rental situation the gross operating profit, before financing 


Ola 


will be calculated. This figure will then be used to calculate a 

pre tax rate of return on total invested capital. The total inves- 

ted capital is the purchase price of the unrenovated building, plus 
renovation costs. If this rate of return is 2-3% less than the pre- 
valent rate of interest, (13%) no amount of tax shelter benefits wil] 
help make the project viable. Placing a mortgage on a property like 
this is also fruitless. The result is what is termed “negative leverage" 
the mortgage will reduce the returns on equity rather than increase 

them. If these circumstances are in evidence the project will be 
considered not viable. 


If the rate of return on invested capital is near the prevalent rate 
of interest (13%) than a complete financial analysis will be prepared 
using the full approach outlined previously. 
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SOCHION (seo: Single or Semi-Detached House 


This section of the report details the renovation of a typical central 
Toronto, solid brick, two storey house. An actual house was used in the analy- 
sis but details have been changed to represent the typical experience encounter- 
ed by the consultant architect to the study. The renovation options outlined 
for this structure are: 

- an economy renovation for one family use 

- a luxury renovation for one family use 

- a duplex renovation for two family use 


These proposals are called: 
- 1A, 1B and 2 in the discussion which follows. 


The building and the cost estimates for renovation are broken down by 


elements as follows: 
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BeCIVON ior li The Structure, Introduction and Existing Conditions 


Proposals’ TA, 1By.-2 


Semi-Detached Structure 


Introduction: 


The two-storey, semi-detached structure with basement lends itself 
to one-family or two-family residential uses. The principles incorporated 
in the layouts are also generally applicable to detached as well as row 
houses of a similar nature. The party wall in the row house and the semi- 
detached structure should have a minimum fire rating of 3/4-hour and 
SiGaoT ‘45: 


The 20'x140' lot allows for two parking spaces at the rear of the 
property. This is sufficient for both the one and two family proposals. 


The basement is too far below grade to allow its use as a habitable 
Space. 


No major problems arise from Proposals 1A and 1B in connection with 
the Ontario Building Code. The Proposals outline two different approaches 
to the renovation of the structure for single-family use, an economy option 
and a luxury option. These delineate reasonable lower and upper budgetary 
limits of a private sector entrepeneur undertaking the renovation. 


Proposal 1B includes a proposal to add a second storey to the break- 
fast room at the rear of the first floor. If the maximum floor area ratio 
for the zoning is 0.6, the new gross floor area of 1436 square feet does not 
exceed the allowable gross floor area of 1440. The basement area is not in- 
cluded in the calculations of gross floor area. If the maximum floor area 
ratio is less than 0.6, Committee of Adjustment approval will have to be 
obtained. 


Beas Tg Ve 


Proposal 2 is a moderate budget renovation for converting the structure 
for two-family use. In this case, Ontario Building Code requirements of 
Section 9 apply. Since the door to the second floor unit is at the first 
floor, a second exit is not required. However, a 3/4-hour rated fire 
separation, with a minimum STC rating of 45 is required through the second 
floor assembly between the units and in the wall between the ground floor 
and the entry. Further, an STC 45 separation is required between the 
laundry/mechanical and second floor storage areas of the basement and the 


ground floor unit above. 


The provision of new separate heating plants, one for each unit, is 
required if the existing boiler is replaced by a forced-air system as part 
of the renovation work. In addition, separate electrical systems with 


independent meters is necessary. 
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Proposal “lA, 164) 2 


Semi-Detached Structure 


Basic Checklist 


Approximate date of construction - 1930-1940 


BUILDING TYPE 


Detached 
Attached one side X 
Attached both sides 


Number of Storeys - Below Grade . | 
- Above Grade 2 
(including ground floor) 


Lot Dimensions: 202=07 ex 1205-0" 
Total Lot Area: 2400 sq. ft. 
Number of existing parking spaces: ] 


Zoning of Property 

Zoning of adjacent properties - Side 
- Side 
- Rear 


Lot orientation N-S E-W 


Gross Building Area - Total (above grade) 1315 sq.ft. Floor to ceiling Height 


Basement 7FO00FSGS TL. 7'-0" 
Ground Floor PUG SG, To, 8'-]" 


Upper Floors - 2nd. OL esaeht « 8'-0" 


= 30a 


Historical Designation Yes No 

Types of Uses: Residential Office Retail Storage Other 

Basement X workshop/ laundry 
Ground Floor X 

Upper Floors-2nd X 


Orientation of Major Roof Surfaces 
(Suitability for Solar Heating Application) 


NORTH X SOUTH 2 wok EAST WEST 


PROPOSALS 
tA, LB, 2 


SEMI-DETACHED STRUCTURE 


EXISTING CONDITIONS - Elemental Checklist 


ELEMENT 


1A 


1B 


Ic 


2A 


2B 


ZG 


Baw Peecias, Soffits, etc. 


Eavestroughs, Downspouts 


Roof Finish 


3B 


3C 


3D 


3E 


CONDITION 
FAIR , POOR 


GOOD 


.solid masonry 


es a ye 


TYPE REMARKS 


-unreinforced 


concrete 
eck Ss CES 
-not applicable 
.unreinforced 
concrete -normal slight cracks 


.standard wood 


construction with 
internal load -no settling 


.-standard wood 


construction 

. wood .deteriorated condition 

- Steel -rusting, deteriorated 
condition 

-asphalt -no leaks, poor 

shingles appearance 


-concrete block 


walls, (parged & 
dampproofed) -no dampness 

.20% of joints deter- 
wall iorated condition 


.wood strapping, .no insulation, some 


lath & plaster cracking and loose 
plaster 


-wood frame double 


hung with alum. .hardware worn, operable 
storms but poor condition 


-wood with alum. .hardware worn, operable 


storms but poor condition 


ELEMENT 

3F 

4A 

4B 

4C 

5A Exterior 
Basement 


5B 


6A 


6B 


6C 


7A 


Second Floor 


Basement 


Upper Floors 


Basement 


Upper Floors 


Basement 


Upper Floors 


Balehiss Vangit tes 
Accessories 
Mirrors 


Kittenens: (Com ters 
Cabinets 


Closets: Shelving 


Doors 


Fireplaces 


CONDITION 


GOOD 


FAIR 


POOR 


Xx 


PYPE 


et 


REMARKS 


.wood construction .deteriorated condition 


-wood studs 


.wood lath & 
plaster 


.wood panel 
doors 


. wood 


.rough wood 
-wood construc- 
tion, ocak 
finish 

aE 

- hardwood 

AAV SADA 
.ceramie tile 


SMOMeelnaesia 


-painted plaster 
on wood lath 


Sieke) deshavuslnl 


-painted plaster 
on wood lath 


ACecandicutaliele 
on walls 


-some plaster cracking 
and loose 


.hardware worn, operable 
but deteriorated conditior 


-not applicable 
-not applicable 


-deteriorated condition, 
poor appearance 


.poor appearance 


-no creaking 
.not applicable 


.poor appearance 


.poor appearance 
.poor appearance 


-some cracking, & loose 
plaster, no water 


-some cracking and loose 
plaster 


.poor appearance 


-Old, poor appearance 


-old, poor appearance 


~EOO Small 


-operable, but poor 
appearance 


Bec 
a. 
E 


GOOD" FPALRK)) POOR 


Stove, Refrigerator X 

X 
Service xX 
Wiring X 
Outlets X 
Lighting Fixtures X 


Esterior Fixtures & Outlets 


Floor Drains X 
Stacks & Vents X 
Water Supply 


Fixtures x 


Exterior Hose-Bibbs 


Plant X 


Distribution x 


Driveways & Sidewalks 


Garden 
Fence 
Planting X 
Electrical X 
Water X 
Sewers X 


CONDITION 


TYPE 


.60 amp. 


.copper 


TCAs ronl 


. galvanized 


JOLLEL ed 
furnace 


-Lradiators 


-asphalt 

grass 

.wood & wire 
.trees & hedges 


.60 amp. 


og ine 


oe 


REMARKS 


-operable but old, 


poor appearance 


.inadequate for modern 


standards. 


eAnSsuLataon DELtCCLe 


.inadequate number for 


modern standards 


-operable but old and 


poor appearance 


-no outlets, fixtures 


deteriorated condition 


-operable but poor 


appearance 


.deteriorated condition 


2old., dnefilicient: but 


operable 


old, “netficient but 


operable 


-one nice tree 


.-inadequate for modern 


standards 


-combined storm and 


sanitary 


-not applicable 


enot applicable 


BEDROOM 


BEDROOM 


LIVING BEDROOM 
WORKSHOP 


BASEMENT GROUND FLOOR SECOND FLOOR 


GENERAL NOTES PROPOSAL 


E1,2 


SEMI-DETACHED STRUCTURE 
EXISTING CONDITIONS 


SCALE (IN FEET) 
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Economy Renovation for Sale or Rental; Design, 
Construction Cost Estimate, and Financial Feasibility 


ee KITCHEN/ BREAKFAST 


BASEMENT 


GROUND FLOOR SECOND FLOOR 


SEMI-DETACHED STUCTURE 
ONE - FAMILY PROPOSAL 
ECONOMY OPTION 
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Financial Feasibility, Proposal IA 
Economy Renovation for Sale or Rental 


Property for Sale 


- original House Price: $55,000 
- Cost of Renovation: $20,170 
- Total Cost of Renovated Property: $75,170 


Conclusion 


This property is well within the $131,000 market. It would probably 
be sold for about $90,000. 


Property for Rental 


- Original House Price: $55,000 
- Cost of Renovation: $20,170 


- Total Cost of Renovated Property: $75,170 


- The building is rented for $650.00 a month and the rentor pays 
heat and hydro. 
- Operating Profit Calculation 
Gross Revenue ($650x12) $ 7,800 
Operating Expenses 


Taxes ¢ 700 
Water $ 80 
Insurance Yaa pole 
Misc. o.. we 

$ 1,130 51,138 

Operating Profit: $ 6,670 


- Pre-tax Return on Total Invested 
Capital: $ 6,670 
$75,170 8.9% 
Conclusion 
This property has rental returns that are well below the market rate 
of interest of 13%. It is not a viable rental situation. 
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SEC LION 3; Ou0% Luxury Renovation for Sale or Rental; Design, 
Construction Cost Estimate and Financial Feasibility 
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Financial Feasibility, Proposal 1B 
Luxury Renovation for Sale or Rental 


Property for Sale 


- Original House Price. : $ 55,000 
- Cost of Renovation: $ 79,580 
- Total Cost of Renovated Property: $134,580 


Conclusion 
This property is slightly above the $131,000 market. It would probably 
still be viable, depending on the area although the renovator would be 
hard pressed to make a high profit on this project. 


Property for Rental 


- Original House Price: $ 55,000 
- Cost of Renovation: $ 79,580 
- Total Cost of Renovated Property: $134,580 
The building is rented for $1,000.00 a month and the rentor pays the 
heat and hydro. 
- Operating Profit Calculation 
Gross Revenue (1000x112) $ 12,000 
Operating Expenses 


Taxes $ 900 
Water 380 
Insurance $ 150 
Misc. $ 200 
$1,330 $01) 330 
Operating Profit: © 105670 


-Pre tax Return on Total Invested Capital]: 
$ 10,670 
$134,580 7.9% 
Conclusion: 


Rental returns are well below 13%. This is not a viable rental situation. 
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Construction Cost Estimate and Financial Feasibility 


EXISTING BASEBOARDS 5 PROVIDE NeW RASTIC VENTS, COPPER 
x ang OF 
2. REPO Seite OR BRICK (20% OF a eT aD RETAIRT Coe RON SEROIT 
B REPAIR EXISTING BLE Hote OREPLACE EXISTING FURNACE WITH TWO 
N i} WN he 
BNEQS Paras Ey OREN 
4 EXISTING & DOOR: 
BENS Sitar he Berek oe Bo. 


—— WEATHERPROOF DUPLEX 
RECEPTACLE 


EXTERIOR UGHT FIXTURE 


ig? SSE sew 
OPENIN' 


EROONS maTHTuS | 


tp. - 4 
7) Bee 4 
ICY 
——e 
ara ae 


ING ON Wood 
BEN PAIN BOE, 


# 


IT DOWN MASONRY BELOW 
x NG WINDOWOPENING TO 
INGTALL NEW yeetee 
SEVERE RETR 
{ eS \PPINS 
= — BROOM CLOSET 
—— REFRIGERATOR 
OVEN 
—-— COUNTER WITH CABINET BELOW 
-NOWN VAT ¥1 OORING 
~— ROUGH-IN POR DISHWASHER 


CABINETS ABOVE COUNTER 


a 


HOUR FIRE Eau 


f 
a 


PARTY WALL 


NEW RAILINGS € HANDRAIL 


i 
if 
tt 


é fl 
| oe 
HEN -). | | BESIZ 


5 
ad 
3 LU 


FEPOES Ruse S™ 
HOREE as RENN BOARD 
———— NEW VAT FLOORING 


ALL SEF STING YNIT 
ROM © FON % 
OUR FI BATNGS 


GROUND FLOOR SECOND FLOOR 


SEMI> DETACHED STRUCTURE 
TWO- FAMILY PROPOSAL 


OUTLETS § SWITCHES AS PUSSIBLE ADD RATING OF 45 FOR FLOOR AND WALL 
NEW AS RI IRED, FIXTURES To BE ASSEMBLIES BETWEEN UNITS. 


NEw. 


PROPCSAL 


2 


Paee DROVIOE 
PBC AR BST Reon SeTRENS, = 
PR . 
| BROVBE & MINIMUM 3/4 OUR FRE SCALE (IN FEET) 


Gatos aus. 'S fe} c = 


H OVERHEAD & PROFIT fends) 9 


He. YERMEULEH RESTUCHTIAL REHAB} COMVERSION Poa 
22 ¢CHTRE STREET EAST PROPOSAL © 4 Sh R45 REM 3 
MITCHHMOHD HILL ONTARIO WG. AHDERSOW“LESLIE f.ELEIN 416 966 
416 #84 1868 L4C 1A2 ® FER $8 CROSS FLOOR AREA 2 


ELENEHT AMOUA LO (Ee he ot TORAC 


SUBSTRUCTURE Les 

CAS HORMAL FOUHDAT IOS i WH 
aay BASEMEHT EXCAVATION & BACKEFILL il Gs 
Poe or ella FUURDAT IONS Le3H Mag a A 


a) 
—.J 
r 
ee 
oy 
r 


SPR TURE riot 

faa LOWEST FLOOR COWSTRUCTION capa’ gees 

es UPPER FLOOR COWSTRUCT ION mes A Beet, 
POOF COWS TRUCT LOH a He 


esi chide CLATIL ITH peti 

Tee Ori Rar SEE) 1.4 
Popa aa BEL Cl GROUHT FLOOR i bi. bs 

ea HELE BROUHD FLOOR pe aL Me oo 


li: 


a 
ae TR Die ee See Ete 
ROJECTIONS 


14580 


Re mp 
a 
ee 
= 


THTERICR FARTIT 
CAG PERMAMERT FP 
fe? MOVABLE FAR 

Pormeaeeu FA! 


Ty anconet iy 
ARTITIONS 2 TOURS uate 
TITIONS & DOORS pets 

PITIOWS & DOORS Bee Ge a Fe roe 12 


VERTICAL MOYEMEHT | 280 
CA STAIRS any Woe 
(Bo ELEVATORS & ESCALATORS 4H 8.88 17 Sect 


— 
oa 


ae 
fee CEILING FINISHES 


IHTERIO® FIHISHES 
Pe> WALL FINISHES 


(As FLOOR FINISHES Sige 1.81 
eee | 1.29 3,05 e31a 16 
FITTINGS & EQUIPMENT 


moe PLLi lie & Fle 
Cee ERUIPREHT 


pleat 


SERWICES eattisls 
ie Le 1 CAL. “ha Eve 
(E> PLUMBIHG & DRAIWS TA eel 

foo HEATIHGs VEMTILATIOMs All COWMDITIOW THO BIE te raat LOBE! « 75 


ue 


SITE DEVELOPMENT 4688 
Ao) 6 GEMERAL a7 BE : 
? SERVICES | a. 
| ALTERATIOWS i A. ae 
Pp> TEMOLITION 2A WW. 14 eae as Shed 


iT} 


(Ay SITE OVERHEARD EBA ae a 
(B: HEAD OFFICE OVERHEAD & PROFIT 25ey see 3.62 rsa 11 


INTIHGEMHCIES s) 

1 TESIGN COHTIWNGEHCY M4 be 
» ESCALATION COHTIWNGENMCY M4 Seas 
1 POST COMHTRACT CONTINGENCY otk a 


— 
8%, 


1 
! 


1 
vt 

om 

WS 


—, 
als 
—, 
per 
—_ 
per’, 
_ 
Be" 
— 
al 
—— 
acl 


¥Vo@ ¥ COMPUTER LIMITED FAGE - 43 - Slats eas3H 1Be 


aie 


Financial Feasibility, Proposal 1B 
Duplex, Two Family 


Property for Rental 


- Original House Price: $ 55,000 

- Cost of Renovation: $ 65,350 

- Total Cost of Renovated Property: $120,350 

The building is rented for: 
$600.00 a month for the ground floor unit (assume the den is 
equal to another bedroom) 


$400.00 a month for the 1 bedroom second floor unit. 
‘Total rental revenue is $1,000 a month. 


- Operating Profit Calculation 
Gross Revenue ($1000x12) Se L2,,000 
Operating Expenses 


Both Unit Heat: $ 700 
Hydro: $ 400 
Taxes: $ 900 
Water: Seaco 
Insurance, : ae fast! 
Misc.maintenance: $ 300 
Gr 2a 0 on 2. 0710 
Operating Profit: $ 9,430 
-Pre tax Return on Total Invested Capital: 
$ 9,430 
$1:205.350 Tie 


Conclusion: 


Rental returns are well below 13%. This is not a viable rental situation. 
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SeCCLION oO. 4: Space Above Ground Level Retail 


This section of the report considers the renovation of space above 
retail stores. Older urban areas have a considerable stock of this type of 
three storey strip retail building. Woicallyvethe. puUTIding.” 1s. Dun! t+ to 
the sidewalk and is long and narrow back from the street. No side windows 
are possible because the building is immediately next to its neighbours. 
The design challenge is to make useable residential space out of this sit- 
uation. This has been accomplished in the approach following: 

The renovation options for this structure are: 

- an economy one family renovation for rental 

- a luxury one family renovation for rental 

- a two family renovation for rental 


These proposals are called 3A, 3B and 4 in the discussion which follows. 


Shee 


Section 3.4.1): The Structure, Introduction and Existing Conditions 


Proposals 3A, 3B, 4 


Space Above Ground Level Retail 


Introduction: 


The semi-detached structure shown, contains three storeys and a 
basement, the ground floor being utilized for retail purposes and the 
basement for related storage. The proposals deal only with rehabilita- 
tional of the existing space at the second and third floors for res- 
idential purposes. The layouts illustrated incorporate principles 
generally applicable to detached and row structures of a similar nature. 


The 18'x150' lot can accomodate at least two parking spaces at the 
rear, sufficient for both the one and two-family units. It is assumed that 
no additional parking will be required for the retail store. 


The layouts all propose framing in a light well opening on the 
third floor, and proposal 4 incorporates an addition at the rear of the 
building of approximately 80 square feet per floor. The increase of area 
to 2640 square feet in proposal 4 is within the allowable gross floor area 
of 2700 square feet under a maximum floor area ratio of 1.0. If the al- 
lowable floor area ratio is less than 1.0, Committee of Adjustment approval 
will be required to obtain permits to construct the additional area. 


The proposals outline an economy option and a luxury option for the 
renovation of the upper two floors for single-family use, and a median 
budget proposal for conversion to two-family use. The work undertaken is within 
the reasonable monetary constraints imposed on the private sector entre- 
peneur carrying out the renovation. 


Provision of a residential occupancy above a mercantile occupancy 
imposes certain requirements on the structure. The Ontario Building Code 


FRAT oe 


recuires that the supporting structure of the floor assembly separating the 
mercantile and residential occupancies be of noncombustible construction. 
Furthermore, the floor assembly as well as the wall separating the res- 
jdential unit stair from the store are required to have a one hour fire 
rating and a minimum sound attention rating of STC 45. In addition, in 
Proposal 4, doors between residential units and walls between the units 

and the stairwell are required to carry a 3/4-hour rating and a minimum 

SiGe tating On 45. 


In order to allow direct access to the residential unit from the 
outside, (or in Proposal 4, direct access to the residential units interior 
stairwell), the existing entrance at the face of the building was removed, 
the existing entrance and glazing to the store retained, and a new exterior 
door provided at the foot of the stair to the second floor. A second means 
of egress for Proposals 3A and 3B was provided via a new wood stair at the 
rear of the structure, extending from a new wood deck at the second floor. 
In Proposal 4, this exterior wood stair was extended to the third floor 


deck to provide the required second means of egress from the topmost Unt. 


The provision of separate new heating plants for the store and for 
the units is required only if the existing boiler and distribution system 
are removed and replaced with a forced-air system. 
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Proposals 3A, 3B, 4 - Space Above Ground Floor Retail 


Basic Checklist 


Approximate date of construction - 1890-1900 


BUILDING TYPE 


Detached 
Attached one side X 
Attached both sides 


Number of Storeys - Below Grade ] 
- Above Grade 3 
(including ground floor) 


Lot Dimensions: 18°-0" x 150*=0" 
Total Lot Area: ZhOORS Giese. 
Number of existing parking spaces: Z 


Zoning of Property 
Zoning of adjacent properties - Side 
- Side 


- Rear 


== 


Lot orientation N-S E- 


Gross Building Area - Total (above grade) 2200 sq.ft. Floor to ceiling Height 


Basement SOUmSa ahi, 7'-4" 
Ground Floor SOORSOST LG. ( 10S soe 
Upper Floors - 2nd. SOOesSO. tt. g'-5" 


- 3rd. GO0n sant &: 8'-6" 


meme es 


Historical Designation Yes No 
Types of Uses: Residential Office Retail Storage Other 
Basement X 
Ground Floor X 
Upper Floors - 2nd X 
- 3rd X 


Orientation of Major Roof Surfaces 
(Suitability of Solar Heating Application) 


NORTH SOUTH EAST X WEST X 


gee 


PROPOSALS 
Sh, Soins A 


SPACE ABOVE GROUND LEVEL RETAIL 


EXISTING CONDITIONS - Elemental Checklist 


ELEMENT CONDITION TYPE REMARKS 


GOOD FAIR POOR 


1A X .stone .good conditions 
1B X .existing 
EC .not applicable 
2A Xx .unreinforced 
concrete BeGnacks 
X .standard wood 
construction 


clear width spans 
to load bearing 
masonry walls -neglibible settling 


X TStandana: we karte 
roof construction 


3A Downspout & Eavestroughs X . galvanized .deteriorated condition 
Fascias & Soffits Xx . wood .deteriorated condition 
Roof Finish X .built up roofing.deteriorated condition 
Exterior Wall X .stone .-some water damage 

3B 

3¢ X . brick .50% bricks, deteriorated 


condition(at roof) 
-40% deteriorated 
condition 


X .wood strapping -deteriorated condition 
lath & plaster .no insulation, cracking 
& loose plaster with 
large patched areas 


3D X -no storms,wood .hardware worn, operable 
frame but poor appearance 

3E X .no storms, wood .operable but poor 
frame appearance 

3F 


-not applicable 


ELEMENT CONDITION 
GOOD FAIR POOR 
4A xX 
x 
xX 
4B 
4C X 
5A Exterior xX 
Basement 4 
Upper Floors X 
5B 
6A Basement xX 
Ground Floor X 
Upper Floor X 
xX 
6B Basement 
Ground Floor xX 
Upper Floors X 
6C Basement x 
Ground Floor X 
Upper Floors X 


TYPE 


-wood studs 
-wood lath & 


plaster 


-wood panel doors. 


-store front 


-rough wood 


-wood construc-— 


tion, pine 
finish 


sine) IES MALS nt 
~VsAsT./carpet 
- hardwood 


. Linoleum 


BOM ask 


-pressed metal 


ceiling 


-painted plaster 


on wood lath 


ciate) SEabavaleyny 


-gypsum board 


(painted) 


-painted plaster 


on wood lath 


-ceramic tiles 


REMARKS 


-cracked & loose plaster 


deteriorated condition 
poor quality, second 
generation hardware 
operable but deteriorated 
condition 


-no work 


-not applicable 


.poor appearance 


-worn & creaking 


-not applicable 


-some stains & damage 


.deteriorated condition 


poor appearance 


-deteriorated condition 


-deteriorated condition 


loose & cracking plaster 
some water damage 


-deteriorated condition 


loose & cracking plaster 


-deteriorated condition 


= ho) = 


ELEMENT CONDITION EYPE REMARKS 


GOOD ,FAIR ,POOR ; J 
7A Baths: Vanities 
Accessories 
Mirrors x -old, poor appearance 
Kitchens: Counters 
Cabinets .old, poor appearance | 
Closets: Shelving 
Doors X .too small 
Fireplaces: Main floor 
Second Floor Xx -blocked up 
7B Stoves X .old but operable, 
Refridgerator Xx -poor appearance 
8A Service: Store Xx .100 amp. | 
Upper X . 60 amp. .split service & metering 
Walia Oe to COIR X Bie | 
Upper Xx .-double wiring 
Outlets: Store Xx : 
Upper X . inadequate number 
Lighting | 
Fixtures: Store x 
Upper Xx .old, poor appearance 
’ Exterior 
Fixtures & 
Outlets: Store xX 
.-none 
8B Floor Drains X 
Stacks & Vent Xx -cast iron .some corrosion 
Water supply X . galvanized .sufficient pressure 
Fixtures X -operable but poor 
appearance 
8G. Piant Xx .second genera- .somewhat inefficient 
tion oil fired: but operable 
furnance 
Distribution: X -hot water -old, inefficient, but 


radiator operable. 


E5508 


ELEMENT CONDITION IXPE REMARKS 


GOOD FAIR, POOR 


9A Driveway X .asphalt 
Sidewalk Xx -concrete 

Bp Electrical: Store X -100 amp. -insufficient for 

Upper X . 60 amp modern standards 
Water x 4" line 
Sewers X .combined storm & 
sanitary 
9C -not applicable 


9D -not applicable 
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Construction Cost Estimate, and Financial Feasibility 


Etsnne eee 


eae 


N cs ae tee 
— OMEN EMSS ON rns) ae 


eee! Lae 

AH — 

pcr 

NTRY, | 

dine Cc’ REEL, 

[| tT goo 

~ Lee UPPER CABINETS 
|aa8 VAT ' 
\ERRE ae x 
CL 
AGS 


y 
N 


CN 


ar 
| 688808 see88 

, sasereeees 

| egeeaes) eeen 

| 6052805 °s08 
| s2eneneeceg| 
ose 2888888n-- 
eesccuseesas 
Goooceconens, 
eee22°egseee 


<a 
2 4k 
2 
) 

i | 


Seuss .ecseer! 
‘sadabees 


SECOND FLOOR THIRD FLOOR 
SPACE ABOVE GROUND LEVEL RETAIL 
ONE - FAMILY PROPOSAL 

ECONOMY OPTION 


Od Ae ae eS 


fee SEeMENLEN PESIDENT TAL BbRRE CUNYERSIOH 


Tha 4a oh 


Se CEHIRE STREET EXsT PRGPOSRL oA 4 59 Pde Ee’ 
RIGHHMOHD HILL Ge yRkio bh. G.ANDERSOH-<LESLIE H.ELEIN 416 Sei at 
di6g S34 1865 L4C 1aA3 15 FER Sho GRUSS FLUOR AREA ta = 


ELENEMT AMSURT Leto) PER or TOTAL 


MSTRUC TURE bi 

HORN FOUN DAT TOMS (1 A 
BASEMENT EXCAWATION & BACEFILL 2 Mf 
2 SPECIAL FOUMDAT DOW S Ss HW 


ee: mm 
aT 
OFT 

= 

‘ah 


7 
ia 
pee 
a 


{ 
0 Yar 


- aa alt = 


te 
BOA 
as 
per 
= 
Ln 
ves 
mu 
Tat 
bert 
+ 
Ross) 
= 


PUN TURE Pettey a 
» LOWEST FLOOR Cot STRUCT IOM Pa Soe yes: 
UPPER FLOOR Beer tte eae air 
ROOF CONSTRUCTION ‘i Sess eee: eee) s 


mo oot 
' 
’ 
' 
a 


IT] 


as 
i 


a ee 
OS fat | 
=m) 


is OF Wie Tia 
ELS Sag. rea BC 


te 
f Ge Se Gs cae a ala Ee) 
(63 WALLS BELOW GROUHD FLOOR Ki Mm, 88 
0) WALLS ABOVE GROUHD FLOOR Ke tee ry eae 
Tis WIMDOWS Laon Get 
Ex EXTERIOR DOORS & SCREENS =a A. a4 
Fe PROJECTIONS Sybs & 1.42 fete LIT 25 


THTERIOR FARTITIONS & DOORS 22s 

(Ao PERMAHEMT PARTITIONS & DOORS 22 3ig 1.34 

fos MOVABLE PARTITIONS & DOORS si bbe 

(Co GLAZED FARTITIOGNS & DOORS is A. 1.34 e238 = 


VERTICAL MOVENEHT ZAG 

fAD STAIRS e515) Ee Oe 

fe’ ELEWATORS & ESCALATORS m A. Suna ge Zea A 
IHTERIGR FINISHES Se 

(AG FLOOR FINISHES CSHA ee 

"Bo CEILIHG FINTSHE & iSea 1.86 

ee WALL FINISHES ne te Seo B.45 S67H 22 


TTINGS & EQUIPMENT Sr au 
eee & FIRTURES af a F scans 


AUS 
So 
a 
ee 
me 
=. 
b 
i 
mh 
Ty 5 
4) ent 
\ 
Nn 
ml 
' 
mt 
t 


Er 

A: ELECTRICAL = 
BE: FLUMBIWG & DRAINS a 
Ps HEATING: VEMHTILATIOW: AIR EOHDITIOW TH i 


fs PT 
eo 
fs =.J 
pag fo 


Da 
— 
—s 
123 
Rs 
ia 
es 
Ty 
aA 
fut 
my 
aor 
fo 


A® GENERAL SEH ie 

Bo SERVICES . HW ce 
| FLTERAT 10H a i A. 

(D>? DEMOLITIOW : : 


Pe ae 


i 

pat Be Be 

=~ 2, = 
3! (3) 1) 


SITE DEWELOPMEHT fES8 


mn 
om 
5S | 
=| 
a 
re 
ads 
fae 
rae 
He 
ia 
_ 
= 
= 
wr) 


OVERHEAD & PROFIT Pro 

CA? SITE WERHERL 4408 a 

(Oo HEAD OFFICE OVERHEAD & PROFIT aH Ok Seite rrea 17 
COAHTIMGENHCIES Ci 

‘A® DESIGH COWNTINGENCY 5 A. aa 

(Ba ESCALATION CONTINGEHCY 's) A. He 

coo FOST CONTRACT COMHTINGEHCY i 4,00 A. ae S 4 


woe Y COMPUTER LIMITED rAGE= 55 - 29.88 44570. 188 


= 56a 


Financial Feasibility, Proposal 3A 
Economy Qne Family Renovation 


Property for Rental 


- Portion of total building cost attributable to 
housing: $ 36,000 
(This is an estimate based on housing floor space 
being 40% approx. of the total building floor space 
including the basement which is useable for retail. 
The estimated unrenovated building cost is $90,000) 


- Cost of Renovation: § 445520 
- Total Cost of Renovated Housing Portion of 
Building: S80 .000 


- The apartment is rented for $600.00 a month. 
- Operating Profit Calculation 


Gross Revenue ($600x12) $ 73200 
Operating Expenses: 
Heat: ee e100) 
Hydro: 6. 2300 
Taxes: $ 800 
Water: $ 80 
Insurance: Gores 50 
Mises fe eec00 
Se leccd ae 0 
Operating Profit: $5. 970 
-Pre tax Return on Total Invested Capita]: $5,970 7 44 
$80 ,520 
-Pre-tax Return on Cost of Renovation: 
$ 5,970 
$44,520 13.4% 
Conclusion: 
This could be a feasible housing renovation possibility. The ess- 


ential question is how much of the original building cost to attribute to the 
housing portion. If the rentals from the retail can yield reasonable returns 
on the total building cost, then this housing renovation is quite feasible. 


vine 


For example: 


Total Building Cost $ 90,000 
Assume the basement front is excavated giving 
two levels of retail space 1600 sq. ft. 
Renovation cost $30 sq. ft. interior improvements left to tenant. 
Renovation cost for retail $ 48,000 
Total Invested Capital $138,000 building and retail. 
Rent $10 sq. ft. net tenant pays all operating 
Gross Revenue (1600x$10) $ 16,000 
Pre-tax Return on Invested Capita]: $ 16,000 

$138,000 11.6% 


This appears to be a feasible renovation both for the housing and 


the retail. A detailed analysis of the retail portion of the building has 


not been prepared as part of this study, thus a complete five year feasibility 


analysis is not presented. 
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Luxury One Family Renovation for Rental; Design, 
Construction Cost Estimate and Financial Feasibility 
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Financial Feasibility, Proposal 3B 
Luxury One Family Renovation 


Property for Rental 


- Portion of total building cost atcributable to 


housing (same as previous assumption): $ 36,000 
- Cost of Renovation: $ 58,000 
- Total Cost of Renovated Housing Portion of 

the Building: $ 94,000 


- The apartment is rented for $800.00 a month. 
- Operating Profit Calculation 


Gross Revenue ($800x12) $ 9,600 
Operating Expenses: (same) Sees S dleeoe 
Operating Profit: | Gorey one 
-Pre-tax Return on Total Invested Capital 

$ 8,370 

$94 ,000 8.9% 
-Pre-tax Return on Cost of Renovatic:: 

o853/0 

$58,000 14.4% 


Conclusion: 

With similar assumptions about the returns from the retail portion of 
the building, covering the investment in the total original structure cost, 
the renovation for the housing portion is feasible. With the tax benefits, 
Capital Cost Allowance, rent escalation potential and probable Capital Gain 
on sale, this investment is very competitive with a bank or mortgage investment 


at 13%. 
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Section 3.4.4: Two Family Renovation for Rental; Design, 
Construction Cost Estimate and Financial Feasibility 


2 6oae 
Financial Feasibility, Proposal 4 
Two Family Renovation 


Property for Rental 


- Portion of total building cost attributable to 


housing (same assumptions): $ 36,000 
- Cost of Renovation: $ 69,780 
- Total Cost of Renovated Housing Portion of 

Building: $105,780 
- The second floor apartment is rented for $500.00 

a month. 
- The third floor apartment for $400.00 a month. 
- Total rental revenue is: $900.00 a month. 


- Operating Profit Calculation 
Gross Revenue ($900x12) $ 10,800 
Operating Expenses: 


Botneuni ts: Heat: $ 600 
Hydro: $ 400 
Taxes: $ 800 
Water: SOLaLZO 
Insurance: $ 150 
Misc.maintenance: $ 300 
$2,370 $ 2,370 
Operating Profit: $ 8,430 
-Pre-tax Return on Total Invested Capital: 
$8 5430 
$105,780 8.0% 
-Pre-tax Return on Cost of Renovation: 
$8,430 
$ 69,780 12.1% 


Conclusion: 
The two family housing option is feasible with the retail assumptions 
as in the other space above ground level retail cases. 
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Section 3.0: Four Storey 18 Unit Apartment Building 


Most large urban areas have a considerable stock of three and four 
storey walk up apartments built prion te 1950. This section of the report 
considers the feasibility of bringing one of these buildings up to modern 
but not luxurious standards. The renovation proposal is called number 5 in 
the discussion which follows. 


oy dae 


BeCEION 3.50.2 The Structure, Introduction and Existing Conditions 


Proposal 5 


Four Storey 18-unit Apartment Building 


Introduction 

The detached structure occupies a corner lot, and is being used as 
a residential structure. It contains eighteen units at this time, but the 
building has not been properly maintained, shows signs of increasing de- 
terioration and does not meet current standards of residential buildings. 
The proposal outlined envisions a moderate budget renovation, aimed pri- 
marily at upgrading the services, the finishes and the exits to modern 
Standards. No additional area is being added to the building. 


Though the work proposed in this option is highly specific, the general 
approach may be applicable to a large segment of the current stock of older, 
unrenovated apartment buildings. The choice of work to be undertaken, the 
extent and the quality of the work depends to a great degree on the existing 
condition of the building, the available funds, and the standard to which 
the suites are being designed. 


The building occupies nearly the entire lot on which it is sited. No 
private off-street parking is provided. However, since the number of units 
is not being increased, and the scope of work extends only to upgrading the 
existing structure, no additional parking requirements are being imposed 
by the municipality. 


The existing exit conditions are not acceptable under the Ontario 
Building Code. Thus the existing central stair must be removed, and a 
new stair inserted into the central core of the building as shown. This 
stair requires a minimum 3/4-hour fire separation from suites and corridors 
and a minimum STC rating of 45 to the suites. The stair extends to the 
ground floor to provide a second means of egress from this area. At the 
first floor the stair exits into the front lobby, which has been provided 


= 662 


with a new interior lobby door. This door is fitted with new hardware. 
The lobby is equipped with a fire alarm and fire detection system annun- 
ciator panel, as well as a call panel and new mailboxes. The stairway 
has 3/4-hour rated wired glass partitions, hollow metal frames at the 
corridors as a design feature, and in accordance with the situation at 


the rear stair. 


The ground floor, though below grade, is useable for habitation 
since it has sufficient floor to ceiling height and sufficient window 
area in each room to meet the requirements of the Ontario Building Code. 


The wall and floor assemblies separating units are required to have 
a 3/4-hour fire rating and a minimum STC rating of 45. Storage lockers, 
laundry room and management office must be separated from adjacent units 
and units above by assemblies with a minimum STC of 45. The mechanical 
room requires a one hour fire enclosure and the electrical room requires 
a one hour fire enclosure. 


Shae 


Proposal 5 
Four Storey - 18 unit Apartment Building 


Basic Checklist 
Approximate date of construction - 1915-1925 


BUILDING TYPE 


Detached X 
Attached one side 
Attached both sides 


Number of Storeys - Below Grade ] 
- Above Grade 3 
(including ground floor) 


Lot Dimensions: 76'-6" x 106'-0" 
Total Lot Area: SO9O Sgr itt. 
Number of existing parking spaces: nil 


Zoning of Property 

Zoning of adjacent properties - Side 
- Side 
- Rear 


Lot orientation N-S E-W (corner lot) 


Gross Building Area - Total (above grade) 19,150 sq.ft. Floor to ceiling Height 


Ground Floor 4,995 sq.ft. 8'-0" 
First ¢.oor 4,745,sq.Tt. 8'-2" 
Second Floor R705. 9 SO. 1 es 8'-2" 


Third Floor “tReet: pan a 8'-2" 


Historical Designation Yes 


Types of Uses: Residential Office 


Ground Floor 
First Floor 
Second Floor 
Third Floor 


Sen ee a 


Orientation of Major Roof Surfaces 
(Suitability for Solar Heating Application) 


NORTH X SOUTH X EAST 


Retail 


Baten 


No 


Storage Other 


Mechanical/ 
Laundry 
Electrical 


WEST X 


PROPOSAL 5 


Four Storey - 18 Unit Apartment Building 


EXISTING CONDITIONS - Elemental Checklist 


ELEMENT 


1A 


1B 
1c 


2A 


2B 


2c 


3A 


3B 


3C 


Roof Drains 
Fascias & soffits 
Roof Finish 


Exterior Wall 


CONDITION 
GOOD FAIR POOR 


| 
| 


. stone 


.unreinforced con- 


.metal 
.built-up flat 


.stone,wood strap- 


ma Ao ee 


REMARKS 


.some slight water marking 


but in good condition 


existing 


.not applicable 


rete 


.Standard wood con- 


.some cracking 


struction,spans to.minimal heaving 


load bearing mas- 
onry and load be- 
aring wood part- 

itions 


.Standard wood flat 


roof construction 


negligible settling 


.clogged,some corrosion 


deteriorated condition 


.some deteriorate condition 


.some poor appearance 


roof 


ping,lath & 
plaster 


.brick,wood strap- 


ping, lath,plaster. 


.deteriorated condition 


.some water damage 


5% bricks deteriorated 
condition (at roof) 


.20% joints, deteriorated 


condition, finish fair 
condition, no insulation 
some cracking 


ELEMENT 


3D 


SE 


Sie 


4A 


4B 
4c 


5A 


5B 
6A 


6B 


6C 


Ground Floor 
Eeaieb 
Doors 


Entrance Door 


Rear Stair Exit 
door 


Entrance screen 


Rear stair screens 


Rear stair 


Central stair 


Front entrance 
steps 


ground floor 


Upper Floors 


Bathrooms 


Bathrooms 


CONDITION 
GOOD FAIR POOR 


X 


>< 


>< 


>< 


>< 


>< 


>< 


>< 


>< 


>< 


>< 


>< 


IVPE 


-no storm, wood 


frame 


.no storms ,wood 


frame 


.wood with glazing 


wood frames 


.wood with glazing 


wood frames 


-wrought.aron rails. 


steel slat door 


.wood studs 
.wood lath, plaster. 


.wood panel 


doors 


.wood frame single 


glazed 


.wood frame wired 


glass 


.steel with terraz-. 


zo treads 


.wood treads,rail 
.concrete 


carpet with under 


lays NAT. An 
kitchens 


.hardwood. V.A.T. 


in kitchens 


.ceramic tile 


.painted plaster 


on wood lath 


.painted plaster 


on wood lath 


.ceramic tile 


One 


REMARKS 


hardware worn but op- 


erable, appearance fair 


operable but poor ap- 


pearance 


.hardware worn but door 


good condition 


-hardware worn but door 


good condition 


rail good appearance, 
but security a problem 


some cracked & loose 
plaster 


.good appearance 


good condition 


.not applicable 
.needing some repair but 


good appearance 


some deterioration in 


. terrazzo treads 


.some weariand creaking 


.not applicable 
.some damage, stains 


poor appearance 


.some damage, 


stains 


.deteriorated condition 


poor appearance 


.some cracking, damage 
some water damage upper 


floors 


.some cracking, 


damage 


.deteriorated condition 


poor appearance 


ELEMENT 


7A 


7B 


8A 


8B 


8C 


9A 


9B 


9C 
9D 


Baths: Vanities 
Accessories 
Mirrors 


Kitchens:Counters 
Cabinets 


Closets:Shelving 
Doors 


Stoves 
Refrigerators 


Service 
Wiring 


Outlets 
Lighting fixtures 


Exterior fixtures 
and Outlets 


Roof Drains 
Stacks & vents 
Water Supply 
Fixtures 


Plant 
Distribution 
Sidewalks 
Lawn Area 
Electrical 


Water 
Sewers 


CONDITION 
GOOD FAIR , POOR 


X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 


TYPE 


.200 amp service 


.double wiring 


scast -1r0n 


.galvanized 


.oil fired hot 


water boiler 


.hot water rad- 


jators 


.concrete 


BS Ay ae 


REMARKS 


.old, poor appearance 


.old, poor appearance 


.most shelves old, poor 


appearance 


.too small, operable but 


poor appearance 


.Inadequate for modern 


standards 


. inadequate for modern 


standards 


. inadequate number 
.old, poor appearance 


.some corrosion 
sufficient pressure 
.generally operable but 


poor appearance 


.old and becoming un- 


reliable 


.some radiators clogged, 


some vents unions and 
valves need reconditioning 


.grass deteriorated con- 


dition, bare patches 


~insufficient for modern 


standards 


.not applicable 
.not applicable 


Ne 
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Financial Feasibility, Proposal 5 
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Four Storey 18-Unit Apartment Building Median Renovation Proposal 


Property for Rental 


- Unrenovated total building cost: 


Cost of Renovation: 

- Rental Schedule: 
3 bachelor apts. @ $250.00 a month 
3-1 bedroom apts. @ $400.00 a month 
12-2 bedroom apts. @ $500.00 a month 

Total Gross Revenue: 

- Operating Profit Calculation 
Annual Gross Revenue ($7950x12) 

Operating Expenses: 

Estimate 25% of Gross: 

Vacancy Allowance 2.5% of Gross: 


Operating Profit: $2695 165 
-Pre-tax Return on Total Invested Capita]: 
$ 69,165 
-Capitalized Value of Operating Profit at 13%: 
$ 69,165 
anes 


-Maximum Building Cost to yield a 13% return 
($532,038 - $424,770) 
Conclusion: 


(unavailable for 
interim report) 


$424,770 
$ 750 
€ 114200 
$ 6,000 
$¢ 7,950 
$ 95,400 
$ 23,850 
¢. 023865 
$ 26,235 


(unavailable for 
interim report) 


$532 ,038 


$107,268 


The renovation of the apartment building is not feasible at these rents. 


The $107,000 cost estimate for the original building, to create a reasonable re- 
turn, is not a realistic purchase price for this type of building. 


A ie 


Sect 10n: 3.6: Conclusions 


(1) All of the renovation for sale options are economically feasible 
given the appropriate area of the City, where the real estate market can sup- 
port the sale prices as indicated. 


(2) The renovation for rental of space above ground level retail is 
feasible, if the rent from the retail space can provide an adequate return 
on the entire original structure cost. This appears possible which leaves the 
income from the rental residential portion available to create an adequate 
return on the residential renovation costs. 


(3) All other rental options; rental of the single family house, 
economy and luxury, the duplex, and the apartment building, are not feasible 
at current levels of interest. A 2% drop in the interest rate to 11% would 
probably make the apartment renovation feasible. The other rental situations 
would probably need a combination of a 2% drop in the interest rate and the 
ability to increase rents at rates above 6% a year, to make them feasible. 
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Section 4: Scope of Current Renovation Activity, City of Toronto 


This study has developed a set of statistics to attempt to identify 
how large the current renovation market is. The City of Toronto Building 
Permit records were used as the basic source of data. This data was 
classified by housing types that were of interest for this study and combined 
with other data files. Data is presented by house type and by City Ward. 
City totals only are discussed in this section. Ward breakdowns and a 


complete review of data used is contained in the Appendix. 


A general word of caution is needed before discussion of these figures. 
Building permit data is unreliable in several significant respects. Firstly, 
a great deal of renovation work is done without building permits. This is 
particularly true of turning a house into a two family duplex. Some sources 
suggest the number of buildings undergoing renovation work is actually at 
least twice as high as the figures suggest for some parts of the City. Since 
the renovation focus of this study is on companies in the renovation business, 
one would expect these to be better indicated by permits. Thus, the data 
may be a more accurate reflection of renovation for profit than it is of all 
renovation. This should be kept in mind when considering the economic impact 
of renovation presented in the Final Report based on these figures. It 1s:not 


the full renovation impact. 


Secondly, the data collection is inconsistent. The files are maintained 
to keep track of the permit, not to accurately record the house structure type. 
In particular, the breakdown between detached and other house types may be 


anaccurate. Also, building permit values do not reflect the value of work 
done. Persons applying for permits routinely give permit values that are 

one half to one quarter of the actual value. This saves money on permit fees 
which are a percentage of the value of work. Thus, the value ranges for 


permit fees indicated in the tables should be used to indicate lesser or greater 
degrees of work done, not absolute amounts that show potential: profit if 
compared to increases in prices. 
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The following types of tables have been developed: 


igh 5 Residential Building Permits for Alterations and Additions that 
create Extra Dwelling Units for 1976 to 1979. 
This table attempts to isolate potential new rental units 
created through housing renovation. It is based on a listing 
of all residential properties that created or lost housing units 
jn each year. 


(2) Residential Building Permits with Resales. 
This table is produced from a specially programmed computer cross 
tabulation of all the residential properties that had both building 
permits issued 1976 to 19/9 and a property sale 1975-1979. These 
properties were listed by Ward and municipal address and permits and 
sales printed out in a date sequence order. Properties were then 
selected that had the sequence of property sale, permit and sale. 
From the approximately 7,000 properties with permits and sales, 
1,074 had this sequence. This latter figure is considered to 
represent the size of the profit making renovation for resale business, 
not the total sphere of renovation including individuals renovating 
their own houses. The 1,074 figure is not an annual figure, nor is 
it. a tour year figure. Since renovation can take place over several 
years, some renovations will not show up in the original years because 
the first sale is before 1975 and some renovations will not show up in 
the last years because they will be sold in 1980 or 1981. The 1,074 
figure may be considered a reasonable two year figure at best. 


Standard Structural Definitions Used 


Detached House (Det) - a structure with one dwelling only, not 


attached to another structure. 


Pi fee 


Semi-detached and Row (Semi and Row) 


Semi - a single dwelling unit structure attached by one vertical 
wall to another dwelling unit, from ground to roof and separated by 
open space from all other buildings. 

Row - a dwelling unit in a row of three or more dwellings. 


Duplex (Dup) - two dwelling units, one above the other (each having 
a separate entrance) contained in a Single building. 


Apartment (Apt) - a multiple dwelling unit building other than a 
row or semi-detached. Includes triplexes, fourplexes, double 
duplexes. 


Boarding House (Brdg) - a single house occupied by a number of 


households that do not have Separate dwelling units. 


Dwelling Unit - a structurally Separate set of living quarters with 
kitchen and bathroom and with a separate private entrance from outside 
or from a common hall or stairway inside the building. 


Mixed (Mix) - residential dwelling units over retail stores, generally 
less than 5 storeys in height. 
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PARLE 1: City of Toronto Changes in Numbers of Dwelling Units, 
Created by Alterations and Additions to Existin 
Residential Properties: 1976 to 1979 


Sa RUGIURES DYPE 


YEAR 


1979 
1978 
1977 
1976 
Total 


* Add and Loss refers to new dwelling units created and existing dwelling units lost. 


Source: City of Toronto Building Department, Building Permit Records. 
Tabulationby W.G. Anderson Planning & Research. 


AB 


TABERAZE City of Toronto 
Building Permits Issued for New Dwelling Units 


Semi-Detached 


Single (Double Row 

YEAR Dwellings Cottages Units) Housing Apt. Conversions TOTAL 
(Jan. to 

Oct. ) 
1979 43 - 108 ale 2 yO7R 14] VARS 3 |) 
(full year) 
1978 37 ~ ES 34] Tere et Caahe 
1977 56 ~ 98 155 2,994 100 3,403 
1976 38 - 108 133 1,294 143 T7G 
1975 5] ~ 84 58 25008 128 2,889 


Source: Building Permits - Annual Summary 
Catalogue 64-203 - Annual 
Statistics Canada 
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TABLE 3: Residential Building Permits 1976 - 1979 With 
Resales 1975 - 1979 


Summary Total Number of Buildings by Ward 


WARD ma SU RUCTORE TYPE ; 
DET cEML & ROW - EPO. HOUSE. DUP. APT. =MIX ~ BRDG 


Ward 1 ay 19 22 4] 0 2 6 3 
Ward 2 By. 10 20 30 - 3 8 16 
Ward 3 43 18 15 6s - 1 9 -- 
Ward 4 64 13 33 46 - ] 16 ] 
Ward 5. 125 30 64 94 ] 5 10 15 
Ward 6 90 7 5] 58 ; 3 (oe a4 
Ward 7 260 43 187 230 ~ ] 5 1] 
Ward 8 115 42 57 99 - ~ 16 “= 
Ward 9 8] 19 25) oe 2 ji} i, 

Ward 10 115 71 32 meer C3 1 1 6 

Ward 1] 72 53 14 67 ] ] 3 - 
Gity 

Tota) =— 1074 325 528 853 6 a5 124 66 
Source: City of Toronto Building Department, Building Permit 


Records, and T.E.E.L.A. Property Sales Data. 
Special tabulations prepared by Ministry of Housing and 
W.G. Anderson, Planning and Research. 
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TABLE 6 
TORONTO REAL ESTATE 80ARD MARKET AREA 
NUMBER AND AVERAGE PRICE OF MLS SALES BY DISTRICTS 
TWELVE MONTHS - JANUARY 1 - DECEMBER 31, 1979 
(Houses Only) 
- and - 
PERCENTAGE INCREASE IN AVERAGE PRICE 
1974 to 1979 - and - 1978 to December 31, 1979 ¥ 
1975 1976 1977 1978 1979 
Zz ae (12 Months ) (12 Months } (12 Months ) (12 Months ) (12 Months) * Increase 
No. Average Average Average No. Average No. Average Average 1974-79 1978-79 
OQISTRICT Sales Price sales Price Sales Price Sales Price Sales Price Sede orice A ees 
cAST 
e-1 ilopsey SEAS ISIs! 937 $40,279 763 $41,600 TLO MS42 17 763 $44,467 1,003 $ 48,706 29% 10% 
E-2 564 342,444 608 $46,254 497 $47,378 514 $50,668 520 $48,912 579 S 53,636 26% 10% 
2-3 Le c25 S42 ji bee Sol es44,46le in Ore 5465406 9 1, loO2ees47,7ee 15214 5495606 15468; 55. S2,00¢ 23% 6% 
z-4 298 $56,902 403 $60,363 382 $61,349 441 °$64,936 461 $67,420 495 $ 69,892 23% 4% 
£-5 659 $63,681 1,097 $65,147 960 $66,799 1,062 359,697 1,062 $69,574 1,322 $ 72,947 15% 5% 
£-6 463 $49,080 Seite Sito) 47/55 477 $52,399 492 $54,708 SiiSeeS56.c06 544 $ 58,037 18% 3% 
E-7 241 $54,379 Seen S57 O80 295 $58,742 313 $60,398 Solem s61 510 352 $ 63,481 17% 3% 
£-8 523 $58,658 644 $62,824 617 $64,106 681 $68,108 683 $69,668 651 $ 72,284- 23% % 
E-9 355 $60,488 492 $63,433 448 $65,329 483 $66,894 490 $68,101 526 $ 72,466 20% re 
£-10 206 $61,943 328 $67,005 248 $71,205 249 $74,441 234 $77,069 272 $ 80,045 29% 4% 
E-11 68 $72,102 143 $67,748 183 $67,496 284 $71,173 378 $68,503 496 $ 69,771 -3% 2% 
E-12 168 $52,909 269 $54,177 240 $52,796 295 $57,083 254 $59,198 239 $ 61,720 17% 4%, 
E-13 Sie S56y 189 49 $63,688 59 $64,958 107 $64,591 164 $67.,293 240 $ 68,114 21% % 
E-F 91 $74,978 257 $76,998 219 $80,500 278 $82,268 248 $85,044 369 $ 88,296 18% % 
Byg77  550;097 7,606 ($54,597 76,461 $56,990 .-7,071 $59,964" 7,317. $60,959 3,606 $ 63,946 28% 5% 
WEST 
W-1 440 $48,140 466 $51,373 369 $53,017 351 $54,883 366 $56,176 394 $ 56,781 18% 1% 
We2 725 $45,438 718 $50,069 530 $54,156 526 $52,649 534, 7$53,591 SUE BRB SE 25% 6% 
W=3 765 $43,530 700 $46,831 563 $47,822 605 $46,863 645 $47,463 OS/M SES shou 12% 3% 
W-4 524 $45,875 575 $50,927 SCS MES ee5 408. $57,643 365 $60,095 370 $ 64,543 41% 7% 
W=5 858 $52,434 992 $54,201 789 $60,284 Ti Sisal whos: 740 $64,720 Wiis SS TING HES 31% 6% 
W-6 503 $46,606 nl Ssehil siolols) 472 $53,097 525).3595,,/.54 sue SS 435. $ 359,365 27% 6% 
W-7 183 $61,019 PMS) SE IES: 183 $69,417 229 $70,451 255 $75,069 209 $ 77,086 26% % 
W-8 496 $66,965 750 Mest ly er, 703 $78,035 U7 Lisi 8, ise 773 $84,651 Thay SS SS GERIS) 40% 11% 
w-9 400 348,708 604 $51,319 395 $60,603 399 $64,222 425 $65,645 449 $ 69,478 43% % 
w-10 437 $54,787 eel Safsh4eis! 452 $62,184 483 $63,507 476 $66,932 498 $ 68,765 26% 3% 
WF-1 py284) ~$575240' 23063) S62 022. 2,000 S66;314 25358. $69,579" 02,420) $72,044 | 1,124 S$ 75,765 32% 5% 
WF=A slp Sy W/SI5SEIS - - 
ie WF-] data for 1979 from January 1, to May 31, 1979 only. FEU ROLES : 
ae WF-A to WF-F data from June 1, to date shown in heading. af , cee ‘ b 
WP-F 243 $ 67,465 - - 
WF -2 465 $54,137 714 $55,406 539 $57,588 487 $59,458 414 $59,911 487 $ 61,424 13% 3% 
WF=3 241 $51,565 413) 9$52.,239 596 $50,850 644 $54,254 755 $56,976 826 $ 60,437 17% x 
Wad 45 $68,633 43 $74,373 55. $75,930 77, $79,549 63 $87,010 63 $ 99,384 45% 14% 
7,366 $51,844 9,306 $56,369 8,071 $60,382 8,640 362,704 8,743 $65,213 9.7720" 5.) 69.277 34% 6% 
CENTRAL 
C-1 475 $46,153 450 $50,788 347 $50,872 350 $50,202 S51 $505819 40U" S 9 "585923 27% 15% 
C-2 576 $48,240 555555070 401 $58,869 411 $56,617 377 $63,911 488 $ 66,660 38% % 
C-3 477 $54,057 421 $59,517 366 $66,335 374 $72,185 420 383,732 413 $ 80,720 49% ~ 4% 
C-4 236 $64,658 253 $71,447 256 $75,075 Ack} seins 327 $84,546 | 29275 91,089 41% 8% 
C-5 182 $59,124 243 «$62,535 210 $66,607 247 $67,857 232 $74,274 mse) {lech 36% % 
C-6 77 $64,365 122 $74,067 O15 77,032 141 $83,678 155 486,829 195 $ 88,529 38% %, 
C-7 169 $60,617 306 $63,473 301 $68,056 307 $69,764 sey yl eke” 429 $§ 77,471 28% % 
C-8 154 $43,916 189 $67,402 143 $55,912 158 $60,645 LSeeSoos ec. a lefeh oks pice 80% 19% 
C-9 34 $99,786 54 $113,332 Joy phy rae 47 $128,644 66 $141,300 | 54 $§ 129,685 30% —8% 
C-10 163 $63,906 248 $68,949 196 $71,975 206 $75,697 2570 SBS 132 219° S$ 91,988 44% 11% 
C-11 189 $41,297 267 $39,658 164 $47,099 130 $46,799 120 $55,617 123 $ 60,941 48% 10% 
C-12 112 $98,183 180 $100,910 184 $105,286 208 $124,404 C87eS1s5.795 194 § 150,938 54% 11% 
C-13 86 $82,537 148 $386,254 148 $92,911 184 $97,052 178 $100,500 198 $ 110,214 34% 10% 
C-14 137 $65,144 213 $68,130 213 $74,396 262 .382,507 254 $80,669 279 $ 86,228 32% % 
C-15 540 $65,573 816 $66,899 306 $67,206 833 $73,050 862 $74,264 959 § 79,615 Die 7% 
C-F 368 $69,744 643 $71,445 512 $76,242 675 $83,670 804 $85,618 976 § 89,155 28% 4 
3,975 358,563 5,108 $64,235 4,493 $69,523 4,801 $74,663 5,124 $80,052 ees SS SEIS SEM 43% 5% 
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Conclusions: 


The following comments summarize conclusions that can be drawn 
from the tables. 


(1) The City of Toronto adds approximately 150 dwelling units 
per year through conversion of house type buildings. However, renovation 
of these same types of buildings to single family use also results in an 
annual loss of 40 - 60 dwelling units from house type buildings that pre- 
viously contained several units. 


(2) New dwelling units resulting from renovation of apartments 
and mixed use buildings are considerably less, being less than 60 and 30 
respectively. Duplex renovation for extra units is negligible. Boarding 
house renovation is the only group similar to housing, adding over 100 new 
units in some years. However, units in boarding houses may not all be se- 
parate units. Many may be flats with shared kitchens or bathrooms. In total 
these units added through renovation are not a major factor in the market 
compared with the approximately 2000 rental and condominium apartment units 
normally added to the City's housing stock by new construction in most years. 


(3) To isolate renovation activity undertaken for profit from sales, 
residential properties were tabulated that had both building permits in any 
year 1976 to 1979 and property sales 1975 to 1979. There were over 7000 pro- 
perties that had permits and sales, of which the majority are house type 
structures. Of these, approximately 1000 properties were bought, issued a 
permit, and resold during the period. This sequence indicates the scope of 
activity of profit oriented renovators as distinct from owner occupant ren- 
ovators. Examination of sale dates indicates in any one year, 300 - 500 
buildings may be bought, renovated and sold, by these companies in the re- 


habilitation business. 


(4) In the properties that were renovated and resold the majority 
in all structure types added over $10,000 in price on an annual basis between 


_SeGhe 


the sale before and the sale after the building permit. Since the numbers 
of buildings in the $0 - 10,000 range are approximately one half the total 
number of buildings with price information, a $10,000 figure could be con- 
sidered a median annual price added by all renovation for resale. 


(5) For house type structures a comparison can be made to Toronto 
Real Estate Board figures for housing resales. A review of these figures 
shows average increases in resale prices between years generally less than 
$5,000 over the same period. Comparison of the data is not totally con- 
sistant; (a median value will tend to be lower than an average using the 
same statistics) however, it is clear that renovation adds price increases 
to housing that are greater than those which would occur if the house were 


not renovated. 


(6) This report concentrates on the full time renovation business. 
This type of business will usually at least add $20,000 in construction costs 
to a building. Housing resales which reflect this total level of price 
increase over the period 1975 - 1979, (Table 5) total 360 out of a total 597 
housing resales that have price data. The companies that deal in full time » 
renovation appear to have a majority of the renovation market activity. 
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Section 5: Types of Renovation Companies: 
Renovation in a Real Estate Context 


Renovation is a special type of business because it deals with 
the unique problems of construction involving the continued use of 
elements of existing older housing. In this sense, some of the operating 
procedures are different from those of real estate companies specializing 
jin new construction in suburban areas. However, apart from operating 
procedures, the motivation and general types of renovation activity are 
similar to the general patterns found in all real estate development. 


Real estate development involves three essential stages: 


(a) acquisition of the basic serviced land package 
(b) construction of the real estate product 
(c) sale or rental of the final real estate product 


Each stage can generate a profit for a company and real estate companies 
can be classified into types depending on which aspect of real estate 
development they choose to emphasize for generating profit. These types 


can be described as follows: 


(a) The land development company 


This type of company specializes in the acquisition of raw land for 
development, planning and installing services and the sale of serviced 
lots to builders. No building construction is undertaken. Access to 
financial backing of sufficient size to sustain the company over a 
long development period is its most essential operating feature. 


(b) The builder developer 


This company has a well organized construction operation as part of 
its business. It may operate also as a land development company to 
create its own lots, or it may buy from others. The product emphasis 
is on real estate for sale and profits depend on continued sales 
volume. The builder developer's profit is made between the cost of 
serviced land, (or the unrenovated house for the renovator) and the 
sale price which is more or less established by the prevalent market 
for his product. Thus, an efficient construction operation high sales 
volume and access to a good supply of reasonably priced lots (or un- 
renovated houses) are the essential operating features of this type 
of business. 
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(c) The income producing real estate company 


The product emphasis of this company is development of property for 
long term ownership and rental. On staff construction capability is 
not an element of this type of company. Profits depend on the 
income stream generated, capital appreciation of the asset and 

tax shelter provided by depreciation of the building. An income 
producing real estate company increases its profitability by re- 
financing or selling its existing projects, and using the equity 
built up in the older buildings to purchase new investments. The 
ability to refinance is dependent on the quality of the income 
stream and access to financial capital at reasonable cost. Thus, 
access to financial capital and’ ability to control’ nentsrarenes= 
sential to the operation of these companies. They are particularly 
vulnerable to high interests rates and rent control. 


(d) The fully integrated real estate company 


This type of company combines all of the real estate operations of 
land development, building for sale and income property development. 
As Canadian real estate companies have grown since 1946, many have 
changed from small companies similar to the types noted above, to 
very large integrated companies. As a real estate company increases 

- in size it gains the access to capital it needs for expansion. It 
benefits from economies of scale and by combining income and sale 
types of revenue it often pays lower taxes than either of the two 
types of income would attract in separate companies. 


Based on the interviews with renovators it is possible to compare 
their operations with those generally found in real estate as outlined 


above. The conclusions are as follows: 


(1) The majority of renovation companies are small builder 
developer type operations. 


. There is clearly a group of individuals and companies that 
specialize in housing for sale created by renovation of older 
housing in the City of Toronto and by the construction of small 
"infill" projects of 1-20 new units in established neighbourhoods. 
All of these companies control their construction in house, as 


do builder developers in new construction. 


. The predominate renovation activity is single family housing 
for sale, in the $100,000 and up price range. 


. These companies are distinct from the suburban developers, 
downtown high rise developers and large commercial developers. 
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. The companies typically operate in one or two neighbourhoods 
they know and concentrate on a product type that is familiar to 
them and accepted in their area. As a result, there is often 
considerable knowledge of and competition with other renovators 
in their area, but little knowledge of activity elsewhere in 
the City. 


. Company size varies from an individual who may do 1-2 houses a 
year to larger concerns combining 10 - 20 renovations with an 
equal amount of new construction. The maximum annual property 
under development of any company in the business would appear 

to be about $10 - $15 million. With the more usual size being 

$1 - $2 million. These are small companies compared with Canada's 
many very large real estate companies in new construction. 


. Typically a company will have begun operations with an in- 
dividual either renovating the house he lives in, refinancing 
and buying another, or by the principles having a special skill, 
such as architecture, contracting knowledge or a real estate 
brokerage background, that gives them experience in the business 
that they can use to establish their credibility and secure 
financing for property purchase and development. 


. There is a small group of established companies that have been 
in business 10 - 20 years. They tend to specialize in luxury 
accomodation only, primarily because the same effort is involved 
for a $500,000 renovation as in a $100,000 property. 


. The majority of companies have only been in business two to 
five years and there is a high turnover. Most have a minima] 
staff and rely on the management resources of the principals for 
investment decisions. Specialist consultants are rarely used. 
The successful smaller companies, as they mature, emulate the 
existing older companies by increasing the value of houses they 
are working on as their resources permit. 


none 


(2) There are really two types of builder developer companies 
involved in renovation: the total rebuilder and the partial 
renovator. The nature of the business of these two operations 
differs considerably. There is no parallel for the partial 
renovation type business to be found in new construction real 
estate development. 


. The rebuild renovator is usually in the business full time. 
He has permanent staff undertaking construction and the owner 
is intimately involved in the day to day construction activity. 
A typical company will strive to maintain a construction volume 
of at least ten to twenty houses a year to keep reliable staff 
employed and control the quality of the final product. The re- 
build renovator wants to be recognized by the public as a re- 
putable builder development company and usually has no other 
source of income. In these respects he is very similar to the 
builder developer in new construction. 


. The partial renovator is similar to a builder developer company 
in new construction because the company controls construction on a 
house and gains income from sales. However, there are a number 

of differences. The potential renovator can choose the amount of 
work to be done, over a very broad range because the unrenovated 
house is usually habitable. This option is not available in new 
construction. This ability to selectively repair creates a more 
unclear relation between sale price and development costs than 

new construction or rebuilding type renovation (See Section 3 for 
price examples). 


. Also because the amounts of capital required for partial re- 
novation are lower than rebuilding a house, or new construction, 
the partial renovator often approaches renovation as a sideline. 
He may be a real estate broker, mortgage broker, or lawyer with 
funds at his disposal from clients or other business interests. 
This less than full time commitment means the partial renovation 
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company is more likely to be short lived than either the re- 
build renovator or the new construction type builder developer. 
The company owners with capital may just switch their investment 
priorities out of renovation leaving the house purchaser with no 
available recourse for unsatisfactory work. 


3) There are very few income producing real estate companies 
in the renovation business. 


. There may be many older rental housing buildings held by 
individuals or small companies, however there appears to be 
very few companies who are making a business out of acquiring 
housing, renovating and holding for rental income. 


. Among those interviewed in the renovation for sale business, 
virtually all expressed no interest in holding properties for 
rental. They cited reasons such as; Rent Control Legislation, 
the Landlord and Tenant Act, low returns and the management re- 
quired. Generally it was viewed as a different type of business. 


From the limited numbers of companies in the rental business one 
predominate opinion was expressed about why rental was not as 
popular. It is simply harder at the municipal level to get a 
small multiple unit building created through a house renovation, 
than it is to get a single family house renovated for resale. As 
long as there is profit in renovation for resale, most in the 
business would rather avoid the extra problems of rental. The 
specifics of these differences are detailed in later sections 
of the report. 


Financing is a significant difference between renovation resale 
and the rental business. For resale, no permanent financing is 
needed. When the building is sold the purchaser arranges his own 
mortgage. For rental,long term mortgages must be arranged. This 
requires that the owner renovator keep complete records of his 
construction procedures and also be able to accurately project 
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rental revenue against operating costs. All of this work may 
be done by the principal owner in a small rental operation, but 
it is a level of financial control not usually found in reno- 
vation for resale companies. It is however typical of income 
producing real estate companies in general. 


. The income producing renovation companies are similar to the 

smaller renovation for resale companies in one respect in that they are 
generally relatively young companies, in business two to five 

years. Staff is minimal with most decisions being made by the 
principals. Norental companies were found that were as established 

as the ten to fifteen year old renovation for resale operations. 


. Generally the income producing renovation companies have no 
persons directly involved in construction employed on a full 
time basis. All work is done by independent trades. The con- 
tracting of the trades is usually done by the owner. 


4) Acquisition and control of the basic serviced building lot is 


a specialized profit centre for land development companies in 

new housing development. Control of unrenovated houses has not 

as yet become a separate business. However, individual speculators 
and real estate brokers who have first access to properties often 
buy suitable houses thus creating a third party between the 
renovator and the original family type house owner. As with 

new construction third party speculative activity affects the 
distribution of profit available and the viability of differing 
types of renovation activity. 


. Many real estate brokers provide an essential service to re- 
novators. They find suitable properties for renovation and they 
often also find buyers for the final renovated house. On the 
initial sale they require a 6% commission. If they then also list 
and sell the renovated property they may make 6% on this sale value 


* real estate commissions may be as low as 4% 
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as well. Often brokers work hand in hand with the renovators 
and make a sizeable income in commissions. 


. Real estate brokers,however are often also directly in the 
business in other roles. They can be principal owners in re- 
novation companies. Choice properties can be purchased by a 
broker for his own use rather than offered to other renovators. 
Or, the property can be simply bought and held by the broker, 
forcing the renovator to offer a price to the broker rather than 
the original owner. The broker can in fact be "wearing three 
hats". He can be an 1) agent, 2) builder developer renovator or, 
3) property holder speculator. Since thebroker has access to 
properties first, the full time renovator is at a disadvantage. 
If the broker chooses to hold properties for speculation and is 
successful in waiting for a price increase, the broker gets 
profit thay may have gone to the full time renovator, making the 
renovators business less viable. 


_ There are many brokers in the business. Those that buy for 
their own account often get cut off from future listings of the 
more lucrative renovated properties forcing the broker to adopt 
one role rather than several. However, the opportunity does exist 
for a well financed concern to make a full time business out of 
buying, holding and reselling properties suitable for renovation. 
This type of operation would be similar to the specialist land 
development company in new construction in the sense that they 
would control the raw product required by the builders. However, 
unlike land developers they are not servicing the property. They 
could be merely holding the property, speculating on its future 


value. 


_ There is some evidence to suggest that brokers in the past 
have paid premiums to agents from other companies to ensure pro- 
perties were offered to their company for purchase. Properties 
were then held or minimally renovated and resold at considerably 
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increased prices. This was possible in a market with high 
demands as in 1971 to 1974. If high levels of demand return 


this may again be a prevalent situation. 


. A-key factor in the demand for unrenovated properties is the 
Ontario Government, Land Speculation Tax. With the land spec- 
ulation tax in place, the market has been healthy for renovation 
companies wishing to buy and add over 20% of the purchase price 

in improvements thus avoiding the tax. This tends to favour 
renovation that is a substantial improvement of the property. 
Currently with the tax removed, the market is again being in- 
undated with persons bidding up prices, just to secure and hold 
property, for speculation on future capital gains with little or 
no improvement. The land speculation tax undoubtedly affects 

the distribution of profit in tne renovation business and the 

type of activity undertaken. With the tax in place, builder 
developer type companies and income producing companies can secure 
the lowest possible unrenovated house cost by dealing in most 
cases, directly with the original home owner. With competition at 
high levels as it is currently, this low cost has the potential of 
being passed along to the consumer in a lower priced final product. 
The lower cost also gives the rebuild type renovator some pricing 
Flexibility. He is at the top of his market as was pointed out 
in Section 3 and has a smaller range of sale prices available to 
him, than does the partial renovator before he begins pricing at 
his actual hard costs, and losing money. Thus, policies like the 
Land Speculation Tax may be sensible if substantial renovation is 
to be encouraged rather than partial renovation or holding for 
Speculation only. 


(5) There are no fully integrated renovation companies. - 


. The benefits of a combined property for sale and income gen- 
erating real estate company have yet to be utilized by the re- 
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novation business. This may only be a factor of scale of op- 
erations. A small company may find it easier to concentrate on 
one type of operation or the other. However, it may also be in- 
dicative of an outstanding difference in the profitability of the 
two types of businesses and in the differing amounts of admin- 
istrative time that must be invested in each to generate profits. 
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Section 6: The Renovation Business, Property Development Process 


This section of the report details how renovation companies operate, 
from the selection of suitable properties to the sale or rental of the 
final renovated building. The report is based on interviews with 
renovators (see Appendix). Most of the comments are relevant to renovators 
who build for resale since these were the majority found to be in the 
business. Specific comments are made as needed to indicate differences 
between operations for resale and for rental. Differences are noted 
where applicable,also between larger and smaller firms. 


Each section of the property development process is discussed as to 
practices used and issues raised. Renovation for resale or rental for a 
total rebuild type renovation involves a time period from property selection 
to final sale or rental of no more than six months. This is a desirable 
working maximum within which construction can be accomplished and work 
financed without causing cash flow problems. Shorter periods are possible. 
of course, if less renovation is done. This time period can be broken 
down into seven typical phases, described below in Sections 6.1 - 6.7. 
General comments are then presented on Construction Costs and Quality of 
Services. 


Section 6.1]: Building Selection 
Current Practices 


. Buildings are chosen for renovation by the neighbourhood 


characteristics and the expected. type of purchaser or rentor. 
The general criteria for the neighbourhood are: walking distance to 


good transit (usually the subway), presence of parks and trees, a 
large stock of renovatable homes, i.e. solid brick, detached, semi- 
detached or row. The potential market is felt to be the two 
income professional occupation household with no children. 
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. The renovation market varies between areas. 

Currently the "Cabbagetown" area east of Parliament Street and the 
"Riverdale" area east of Broadview Avenue are considered one market. 
One group of renovating companies operates in these areas with a 
final product generally for sale up to $150,000 and maximum rents of 


$800.00 a month. For these final prices and rents, the original 
unrenovated house must be generally no more than $60,000. These 
price limits are going up over time. The typical purchasers or 


rentors in this areaare in their mid-thirties with no children. They 
work in the core of the City and in some cases do not have cars. 


A separate market exists in the Rosedale, Forest Hill areas of Toronto, 
east and west of Yonge Street, north of Bloor Street. Established 
renovating companies have been operating in these areas for 10-15 years. 
Final sale prices are $250,000 and up, with unrenovated properties 

being purchased at $120,000 and up. Rental activity is minor but 

units can easily rent for $750 - $1,000 a month up to $2,000 a month. 
The typical purchasers or rentors of this type of accommodation are 
older couples with no children at home. They usually have cars. 
Renovators in this luxury market do not usually do less expensive projects. 
The time involved is the same for a large value project or small, thus 
the two groups of renovators often do not know one another. They 

serve different markets although there is some overlap at the high 

price end of the "Cabbagetown" renovation market. There are other 
markets in the City of Toronto but they have less activity by renovation 
companies than these two primary markets. 


. The renovator succeeds by knowing his area. 


Day to day work in the area gives the renovator knowledge of available 
properties and a feel for what is selling and to whom. This is essential 
to his business as no formal market studies are done. 


. In terms of structure, three floors of useable space is best. 
Most renovators look for an existing three storey house, or a house 
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where useable space can be made by additions to the attic or in the 


basement. 


Issues: 
Renovation raises the general real estate price level of an area. 
Renovators after several years in one area find it increasingly 
difficult to get inexpensive housing in an area, or to increase their 
sale prices. They must then find other areas ofthe. City in whieh) to 
renovate in their price range, or they must move into luxury housing 
in the Rosedale, Forest Hill markets. To date, both trends are occurring. 
Renovators feel access to reasonably priced housing is an issue for 
their future growth. 


.Renovation changes the income and social characteristics for an area 


often dramatically from lower income to upper income. 
This is a crucial municipal issue, in terms of whose interests the 


neighbourhood should serve. 


Section 6.2: Purchase of the Property 


Current Practices 


.Real estate agents play a key role. 
The renovator will look for properties himself, but most often he 


depends on brokers to be aware of his needs and to call him with 
suitable properties. Since the renovator does not generally carry un- 
renovated properties, he depends on brokers for his raw product supply. 
The broker's role can be problematic as indicated in Section 5. 


-All investment decisions are usually made by the principal owners. 
The owner will be offered a property and make a decision to purchase 


based on the difference between his anticipated market price and the 
asking price. For property for resale, no formal studies are 

done by architects, appraisers or quantity surveyors of specific 

cost of construction details before or after purchase. Property for 
rental requires some reasonable cash flow projections against costs in 
order to secure interim financing. This is usually done by the owner. 
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purchase of a property 

If the property has unusual problems that may require a major 
zoning amendment, it will be avoided. However, increasingly 

all renovation requires some minor zoning change that neces- 
Sitates a hearing at City, Committee of Adjustment. This type 
of delay is an unknown factor. The owner will make a judgement 
about what will be decided and how long it will take. This will 
be based on his past experience. Any unforseen change in policy 
may cause a longer delay and cause financial problems. (more 
specific details are presented later). 


.Properties are usually purchased without conditions or options, 


with cash to an existing mortgage. 
There is considerable competition for suitable unrenovated pro- 


peries. The renovator often must make a quick market, renovation 
cost and profit analysis, and make an offer on the property im- 
mediately. These offers must be without conditions or he may not 
get the sale. To make correct judgements for the offer 1S part 
of the owners skill in the business. 


PEsues & 
_There is considerable risk involved in the renovation business 
The renovator commits his capital quickly, with little indepth 
analysis. This capital is then tied up in a renovation process 
that has no clear rules as far as municipal control is concerned. 
High risk means a high rate of business failure, creating a poor 
reputation for renovators in the business, and often disatisfied 
consumers of renovated housing. Reduction of risk can come from 
a better analysis by the renovator. Techniquescould be developed 
instead of the use of “gut feel". Reduction of risk can also come 
from clarity in the municipal regulation process. If governmental 
intervention is used to reduce risk there should be clear objectives 
for the expected result in renovation activity. 
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Section 6.3% Construction Design and Permit Approvals 


Current Practices 


There is no standard of quality for design or required level of 
drawing submissions to secure a building permit 


The smaller renovation companies in resale usually do their own 
design work and building permit negotiation. Design drawings 

are needed to direct trades and to secure building permits. There 
is little uniformity as to what an adequate set of drawings is. 

In some cases the renovation company will have architects as prin- 
cipal owners. In this case, there is a good knowledge of structure 
and presentation of specifications. In other cases, the drawings 
are only basic floor plans, with poor details. Work may also not 
be actually done as shown. 


The more established renovation companies doing luxury work, us- 

ually use architects to Prepare drawings and secure permits, or 

they use design firms. The design firm is less expensive than an 
architect and is specialized in the particular drawing requirements 

of the municipal building inspection department. Rental projects 
usually have either a design firm or architect involved because 

rental is usually a multiple unit building with higher building 
Standards than single family for owner occupant use. More knowledge of 
the Building Code is required for multiple dwelling buildings. 


Issues: 


.The lack of standards for drawings and Specifications means 


renovation has no clear process for achieving a specified quality 
of finished product for the consumer. 


In some cases, the haphazard nature of the process will produce an 
acceptable product. The renovator may know his house well, submit 
minimal plans and have them approved quickly on the basis that he is 
known in the business. He may then be on the site and control his 
trades well, producing a quality house. On the other hand, the 

exact opposite may be possible. Clearer Standards for drawing sub- 
mission, conditions for approvals and performance of work are needed. 
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Section 6.4: Construction Organization 
Current Practices 


.Close control of the renovation work is a key element for the 


success of a renovation company. 
In most renovation companies, the owner is on the site daily 


Supervising the work. In some companies, the owner actually does 
part of the day to day construction. Most companies attempt to 
assemble a full time renovation work force. Carpentry is con- 
sidered the most essential skill. In smaller companies they will 
have one or several carpenters on staff, with full time labourer 
helpers for demolition and cleanups. 


Larger companies will have more full time people in proportion to 
their work. Specific sub-trades however, such as plumbing, heating 
and electrical will be contracted with independent companies in 

all cases. Most work is non-union. 


The owner in virtually all types of companies performs the role of 
the general contractor. The owner organizes and schedules the work 
and contracts with sub-trades. 


Issues: 

| Quality of construction work is a potential problem area for 
renovators. 
The successful renovation company will have on staff carpenters 
they trust and will continually work with the same trade companies. 
These employees and trades are hard to find, and are highly valued 
by the renovators. Once working relationships are established, 
quality can be assured. However, keeping enough work to keep 
people employed is a constant concern of the renovator. Once the 
tradesman stops working regularly, he may not come back. This 
problem directly relates to unforseen delays caused by the municipal 


approval process. 


A new company, however,will have considerable difficulty with trades. 
Many trades are inexperienced in renovations and will not live up to 
schedules or price estimates. These problems combined with delays 
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in construction caused by building permit negotiations, can easily 
push a renovator out of business. This contributes to a poor 
reputation for the business as a whole and is a concern of the 
established companies who want consumer confidence. 


Section 6.5: Financing Construction 
Current Practices 
.A business line of credit arranged at a chartered bank is the 


most common method of interim construction financing for resale 
type renovators. 


The renovation for resale business would have less risk for the 
Owners and new companies would be easier to establish if it were 
possible to mortgage a renovated property on the basis of its 
expected final sale price and use the money to finance construction. 
This is possible in new suburban construction, but no techniques 
exist for this type of arrangement in renovation. There are 

good reasons for this from the point of view of the mortgage lender. 


The basic unrenovated house is a known market commodity for 
mortgage lenders. There are many similar properties in the 

area with which to compare value. Renovation, however, takes the 
house, adds considerable construction costs and attempts to sell 
at prices well above the original property. The renovated house 
is often not comparable to anything in the area. Mortgage lenders 
under these circumstances will not advance money solely on the 
anticipated final cost and value of the renovated house. The 
mortgage lender will wait until the property is sold. This will 
establish a more firm value and only then will the property be 
mortgaged for amounts above the unrenovated cost. 


Thus, construction financing is often secured on the basis of a 
personal guarantee by the principal owners. Failure of the business 
can result in personal bankruptcy. This is a significant risk for 
the renovator dealing in properties for sale. Banks, not trust 
companies, are the common source of this money and it is lent on a 
floating rate basis at several interest percentage points above 

the prime rate. The rate will depend on the credit worthiness of 
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the individuals. Thus new companies or persons with no large 
assets will pay higher rates. The loan is a demand loan and 
can be called for payment at the discretion of the bank. 


.Renovation for rental has interim financing advantages compared 


with renovation for resale. 

The value of a rental project is based on its income stream. Thus 
the renovator for rental will usually project his rents and 
convince a long term financing institution (most often a trust 
company) to tentatively commit a mortgage to the property if it 

is built within costs that allow rentals to give a reasonable re- 
turn. This tentative commitment combined with cost estimates for 
construction, based on previous projects, will then be used at the 
bank to secure interim financing for construction at a very com- 
petitive rate. Also, if the renovator for rental has other pro- 
perties, he can use the equity in these projects held by his com- 
pany to secure the interim financing rather than credit secured 

by him personally. This is also a significant benefit in that a 
business failure will not result in personal bankruptcy. 


.The attitude of the source of interim financing (usually a bank) 


towards renovation can make or break a renovation business 


Successful renovation companies have sympathetic bankers. This 
point again relates to possible and unforeseen delays. Beg: 
project takes twice as long as expected for some reason, the bank 
must choose whether or not to continue to advance cash or call the 
outstanding debt. A bank that doesn't understand renovation may fear 
the market is really not there for the property, or may set deadlines 
for repayment that cannot be met. The company may then be put out 
of business. 


The situation could be improved with more hard information about the 
renovation business, such as the extent of the market and the 

nature of the approval process properties go through. With this 
data the bank could better assess a project objectively. This may 
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lend some further stability to the renovation businesses who 

are operating in a responsible manner. Conversely, the more 
informed banker would have better criteria to force out of business 
those companies that misjudge their market and the municipal approval 
process. As it stands now, access to the necessary flexible 
financing for new companies is more based on personal contacts than 
on objective criteria for a financially successful renovation 
business. Established companies in the business would probably 
meet any test for financial credibility. However, what the tests 


should be for a new company is unclear for the renovation business. 


Section 6.6: Property Sale or Rental 
Current Practices 


.Most property sales are handled by real estate brokers. There 


is considerable friction between renovators and brokers. 

There are several aspects to thisfriction as outlined in Section 5 
Regarding the sales function, however, renovators often feel 

that agents do not know the area, or enough of the details of their 
house, to sell it effectively at a good price. Many renovators 

are introduced to purchasers by agents and then it is the renovator 
who does the actual selling. The renovator then feels the agent's 
commission of 6% is not earned. On the other hand, the renovators 
themselves do not want to sit in the house for open houses, or be 
constantly showing the property. There is thus a tradeoff and well- 
established renovators will have some real estate agents they prefer 
to show their homes and will give first choice at listing to these 
companies. 


.There is often an opportunity for the purchaser to buy the 

renovated house for a fixed price and specified plan before it 1s built. 
In areas where a renovator is well established, a potential purchaser 
may come directly to the renovator. This eliminates the brokerage 

fee. The buyer gets a fixed price and a set completion date. He 


Issues: 
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can also specify finishing details. The renovator gets a 
downpayment which he can use on the construction and a guaranteed 
sale and potential profit before building. This is a desirable 
Situation for both parties. 


.Property rentals are usually handled directly by the renovation 
company with income producing property. 

.The rental function and property maintenance are considered part 
of the ongoing responsibilities of the rental property owner. 
Most rental renovators do not consider building rental or the 
quality of their tenants a problem. For the most part they rent 
to higher income tenants who have many housing options and do not 
need the protection of the Landlord and Tenant Act. Also, some 
renovators only feel rental is feasible if it is outside of rent 
control legislation. Thus, they keep rents above the limit for 
rent control of $750.00 a month. Under these circumstances the 
only rental problem mentioned was removing existing low income 
tenants from a property purchased for renovation. A tenant can 
often stay in the building for up to six months if he uses the 
provisions of the Landlord and Tenant Act. This type of delay is 


MCOSLIY: 


. Knowledge of the renovated house and the renovation business would 


help all parties in properties for sale make better transactions. 
As it stands now, no one except the builder knows the elements of 


work he has done or its quality. A standard definition of work 

types and listing of work done in a renovated house is essential to 
the understanding of quality in a house by agents and purchasers. 
(There is currently discussion by renovators of forming an association 
of renovators to develop such a list and a warranty program). The 
other element in the making of informed judgements about renovation 
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is the quality of the firm doing the work. Renovators often 
have the public image of 'fly by night' operators. Here again 
standards are needed to define what is a reputable company in 
renovation. Such things as whether the company does partial 
renovations or total rebuilding, their past work, number of years 
“in business and whether or not the owner is directly involved in 
supervision of construction, are key considerations. 


.The Landlord and Tenant Act combined with Rent Control legislation 


may be encouraging renovators to concentrate in high income rentals 
only. 
Both tenants and building owners have certain rights under these 


pieces of legislation. Changes to legislation may make it easier 
for property owners to operate in a rental business. lt is noe 

at all clear, however, if different types or rent levels of rental 
housing would be produced. There may be overriding economic 
considerations or administrative considerations such as municipal 
requirements such as expensive extra covered parking spaces, that 
necessitate luxury high income housing as the only viable alternative. 


Section 6.7: Long Term Financing 


Current Practices 


.Long term mortgages for a renovated property for sale are arranged 
by the purchaser. 
In a typical sale situation the purchaser will make an offer to buy 


to the owner-renovator, conditional on mortgage financing. The 
purchaser will then approach a source of mortgage financing 
suggested by the renovator or the selling real estate broker. The 
sources of mortgages are usually trust companies. There are a few 
trust companies that specialize in renovated properties. Most 
banks are not interested in this type of property. With a 
knowledgeable trust company, the purchaser should be able to secure 
up to 75% of the sale price as a first mortgage. There is usually 
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an appraisal done of the property by a professional appraiser. 
This is arranged by the mortgage company but paid for by the 
purchaser. This arrangement is similar to purchasing any older 
property. 


.Long term mortgages for a renovated property for rental are 


arranged by the owner. 
Trust companies are again the major source of mortgages. The 


percentage of the project cost mortgaged will depend on the 
property's rental cash flow. With adequate cash flow, most rental 
properties can secure 75% of the total appraised building value as 
a first mortgage. Appraisals are done by the mortgage company and 
paid by the owner. | 


«Knowledgeable sources of long term financing are essential to the 
renovation business. 


The trust companies that deal in these types of properties will 
readily advance mortgages if the purchaser has sufficient income 

or rental cash flow is adequate. There are, however, many trust 
companies and banks who will appraise a project at considerably less 
than its sale price or construction cost. They will then only lend 
75% of this lower value. Alternatively, they will only mortgage 
the amount of the initial renovated house. This can be very 
unsettling, particularly to a purchaser who is considering spending 
$150,000 on a house, only to be told by the mortgage company that 

it is worth $100,000. Again, some uniform approach to presenting 
the value and market acceptance of a renovated house may free up 
more diversified sources of long term financing. 
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Section 6.8: General Comments on Construction Costs 
The total rebuilder renovator 


The most common approach to renovation used by companies in the 
business full-time for both properties for sale and rental, is a total 
rebuilding of the house. The house is completely gutted except for the 
exterior walls, floors and roof structure. Structural framing is 
repaired where needed, a new floor plan designed, and all new services 
and finishes are then built in from the new roof down to the basement 
floor. Lumber such as wall studs is reused where possible, but it often 
must be discarded because it is not of a uniform width and will produce an 
uneven wall with drywall. The purchaser or owner-rentor then essentially 
has a new house that will give few complaints to the occupants. Construction 
can also be undertaken to the standards of the Ontario Building Code without 
difficulty. 


Costs for this type of work range from ($30-$50 a square foot), 
$322-$540 a square metre, for construction, labour and materials. The 
$322 a square metre ($30 a square foot) figure is common for lower priced 
total renovations and $430-$540 a square metre ($40-$50 a square foot) for 
the more luxury finishes in very high priced renovations. New construction 
of a complete house would cost at least $430 a square metre. The labour- 
material breakdown for a total rebuild is approximately 50%/50% respectively, 
in the total cost. This is similar to new construction. 


The partial renovator 


A considerable number of renovated properties are selectively 
repaired or redesigned and then resold. The type of work done varies from 
house to house, so there are no common rules of thumb. It would be possible 
if one knew the work done to a house to estimate the cost of the work by 
general standards. This can be done using the elemental cost estimating 
procedure adopted in Section 3 of the report and detailed for the case 
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studies in the Appendix. 


In terms of labour-material breakdowns for construction, one 
would expect the partial renovator to be Spending proportionately more of 
his renovation dollar on labour than on materials. 


The restoration renovator 


This type of renovator seeks to find unique, turn of the century 
‘Victorian' properties and return them to their original look and elegance. 
Careful attention is paid to preserving and repairing ceiling mouldings and 
original woodwork and trim. Fireplaces are rebuilt internally and the 
original mantels replaced. Wood interior and exterior doors are refinished, 
new hardware installed and the doors rehung. Windows are made and fitted to 
preserve mouldings on both exterior and interior of the building. All of 
this is extremely expensive, leading to renovation costs of up to ($80 a 
square foot), $860 a square metre. The labour to material ratio could be 
as high as 65% to 35% respectively. These costs would be typical ina 
building where interior and exterior were renovated for heritage conservation 
purposes. 


The restoration type of renovation is not common among companies in 
the full time renovation business. It is undertaken to a limited extent 
by companies in the luxury market. However, for the most part, this type 
of renovation is left to individual property owners working on their own 
houses. 


Section 6.3: General Comments on Quality of Services Used 


A list of services typically used by real estate companies in new 
construction was discussed with renovators for their comments on use of 
these services and their quality. (See Appendix for questionnaire and 
complete list). |The most common response was that a large number of these 
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specialized services were not used. In many cases the owner performed — 
many of the functions of these services himself. This may indicate 

that the services are useful and they are not provided by specialized 
consultants or trades only because the companies in renovation are now 
relatively small. The following is a list of these services with comments. 


Architect 

The renovation must be designed by someone. The design in almost 
all cases is done by the owner. Architects are used for drawings and 
specifications for the more luxury projects. In the less costly projects 
the owner, or someone on his staff, will prepare the necessary drawings for 
permits. . There 1S).¢ general reluctance to let an architect have the free 
hand on design, permit approvals and construction supervision that would 
be common in an architect-client relationship with an individual renovating 
his own house. The renovator tends to see the architect as an extra 
expense and someone he does not need who comes between himself and the 
construction trades. 


General Contractor 

Only in very unusual circumstances will a renovator use a general 
contractor. A general contractor organizes work schedules, makes 
contracts with trades to perform work on schedule and supervises the work. 
These are exactly the functions the renovation company owner spends most 
of his time doing. He is his own general contractor. This is in. copeuase 
to the individual renovating his own house where an architect and general 
contractor would commonly be used. 


Sub-trades 
These services are the basis of actual construction. A typical 
project would involve separate trades for: carpentry, plumbing, heating, 


electrical, painting, roofing, doors and windows, kitchen and bathroom 
cabinets, floor finishes, fireplaces and drywall. In:terms of quality 
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there was no unanimity of opinion on trades. Some had no problems and 
used the same firms regularly; others found trades unreliable and quality 
poor. The only common opinion was the importance of carpentry, and for 
this service European trained carpenters were considered superior. All 
trades were considered to be in reasonably good supply in the Toronto area. 
Prices were noted to vary widely between trades companies and to vary over 
the year as demand changed. 


Real Estate Brokers 

All renovation companies use real estate brokers. There were 
divergent opinions on the services brokers perform and the quality of these 
services. These views have been discussed in Section 5 as to the several 
roles brokers play in renovation and in Section 6 on the operation of 
renovation companies. 


Financial Services 

Banks and trust companies are generally used for short and long 
term financing respectively as outlined in Section 6. There was a general 
level of satisfaction with these services. If mortgages could not be found 
through the company's normal contacts, mortgage brokers would also be used 
to find mortgage money. Mortgage brokers charge a fee but their services 
are found useful in some cases. Finance companies are never used to 


supplement working capital. 


After Construction Services 


These services would include: market research firms, advertising, 
leasing agents and property management companies. They were not used at 
elk It appears that formal market research and advertising is not needed 


and leasing and management for rental properties are done by the renovation 
company in-house. 
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Other Services 

Renovation companies generally use the services of lawyers and 
surveyors only as needed in order to establish clear title to properties. 
These services were considered adequate. In some cases a large 
renovation company will retain a lawyer who specializes in planning law, 
and an urban planner to represent their interests in municipal negotiations. 
This, however, is unusual. Most negotiations are handled directly by the 
company owners. Accountants are used as needed to keep the books, but 
they are not generally used for financial and tax advice in corporate 


decisions as they might be in a large real estate firm. 
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Section 7: The Renovation Business and Municipal Government 


Problems with municipal government were the most mentioned source 
of concern for renovation companies. Municipalities control development 
through The Planning Act. Renovators are most affected by the use of 
Zoning (Part III, Section 35 and Section 36), Committee of Adjustment 
(Part IV) and Building By-laws (Section 38) portions of the Act. 


Most renovation will require at least some removal of walls and 
rewiring and plumbing. This necessitates getting a building permit from 
the municipality. To secure the permit the work must comply with the 
Official Plan and applicable Zoning By-laws of the municipality. If proposed 
work differs slightly from the Zoning By-law it can be allowed by a special 
decision of the Committee of Adjustment. Major differences may require 
Official Plan and Zoning By-law amendment. If proposed work conforms, it is 
issued a building permit after paying a fee based on permit value. 


Official Plans and Zoning By-laws are usually created to control new 
construction. Renovation, however, often involves buildings that do not 
conform to. current standards. There are no special Official Plan or Zoning 
policies for renovation, thus any change may require at least the special 
permission of the Committee of Adjustment. The renovator is in a situation 
that has no clear rules, negotiation takes time and time costs him money. 
This time spent is viewed as an additional delay by the renovator in 
comparison to his construction schedule if no municipal approvals were needed. 
Delays are also often unforseen which, as well as costing money, causes him 
further problems with scheduling trades and securing continuous financial 
backing. The following points relate specifically to the City of Toronto 
but may have general applicability. 


The renovator in the City of Toronto will submit plans to one 
department (the City Department of Buildings and Inspections) for approval. 
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The proposal is then checked by different plan examiners for compliance 
to (1) Zoning and Official Plan by-laws; (2) Ontario Building Code and 
other municipal buildings by-laws. The renovators interviewed expressed 
the following concerns: 


Zoning By-law and Official Plan 


(1) The renovated house will usually conform to the existing land use 
of the Official Plan and Zoning By-law (i.e. low density residential), 
however, the density controls and other provisions of the zoning by-law 
will often be so restrictive that virtually any change outside of the 
walls of the existing house will require a Committee of Adjustment 


hearing. This could take 2 months. 
Specific reasons for a hearing could be: 


(a) The existing house floor area is slightly over the allowed lot 
coverage, therefore all additions require a zoning variance. 
This would include minor third storey rear additions, common 
for renovations. 


(b) The existing house is built beyond front and side yard setbacks, 
or higher than height limits in the by-law. In this case, any 
change in the roof, new projecting bay windows or enclosures of 
porches or entrances, would require variances. 


— 
oO 
— 


The renovator wants to create a duplex which is an allowed use in 
the zoning by-law. The duplex zoning, however, requires two 
covered parking spaces of a width slightly larger than the lot, 
or there is no parking physically possible on the lot. This 
would require a variance. Either an exception is granted or 
parking has to be found elsewhere. There are no guidelines for 
this type of decision. 
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(d) The house has an existing basement apartment that may be 
Slightly below required height or window area. If a variance 
cannot be secured, the apartment must be removed before a 
building permit will be issued. 


(2) Committee of Adjustment decisions are not consistent and may reflect 


unwritten policies of Council. 
Specifically: 


(a) Owners of their principal residences who wish to renovate often 


appear to get more lenient decisions than the professional 
renovator. 


(b) A renovator working in building middle to upper income housing 
in an area with low income housing may find his applications for 
variances consistently denied on the basis of physical non- 
conformity. He may suspect that he is actually being discouraged 
from changing the area for use by higher income people so that it 
can stay a stable, low income area, which may be a political 
DY TOMY. 


(c) Similar problems can occur if the renovator attempts to introduce 
duplexes or less costly housing in high income areas. 


plication of Buildin 


Construction Standards B The Ontario Building Code) 


(1) The provisions of the Ontario Building Code are not generally viewed by 
renovators as overly restrictive or unnecessary. Municipal admini- 


stration of the code is, however, considered a major problem. 
Specifically: 


(a) There are no time limits in consideration of plans. It is thus 
impossible to estimate when a permit may be secured. 
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(b) Building Code compliance is not considered until zoning 
compliance is approved. Therefore a delay in zoning means 
the renovator cannot even get an opinion if his plans are 
adequate until zoning is resolved. 


(c) Standards for multiple unit construction (even duplexes) and 
mixed use construction are much more rigorous for such things 
as fire rating in walls than a single family house. A renovator 
who tries these more complicated projects may have to make several 
proposals for evaluation, rather than the code examiner suggesting 
a reasonable solution to the initial problem. This may not be 
true with all building examiners but uneven treatment causes 
frustration. Faced with this approach and not knowing how best 
to meet the Code in his property, the renovator may go back to 
Single family houses that have lower standards with which he is more 
familiar. Thus, there can be a disincentive for the renovator to 
try more complicated projects, caused by the type of application 


of the Code. 
(d) There is no appeal procedure. The renovator is forced to work out 
a solution to satisfy the examiner . His only other alternative 


is to start work without a permit (this is done often) or to take 
the City to court (even more time consuming). 


(2) A face to face method of dealing with building code issues has been 
tried in the City of Toronto and is generally regarded as very helpful. 


The City has established neighbourhood offices that can issue building 
permits. Plans are examined for zoning and code compliance on the 
Spot, with one examiner . These offices were set up on an experimental 
basis with evening service, mainly to benefit home owners. The 
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approach, however, was very useful for renovators. The 

applicant could meet with the examiner , the plans would be 
examined and an opinion given about zoning compliance and detailed 
comments given on plans. Changes often could be indicated on the 
plans at this time and a permit issued after this one meeting. 
Variances could not be given at this time, but if a variance was 
needed, the renovator would at least know he could get an immediate 
permit from his plans once the variance was granted. 
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Section 8: Summary of Issues Considered Important_by Companies in 
the Renovation Business 


This section is a listing of issues raised in Sections 6 and / 
that were considered by renovators as existing or potential problem areas 
for their future business growth. They are listed in order of DrIOVILY. 
Comments are then made by the consultant as to how the issues interrelate 
and directions policy change may take. 


Oe) Reduction of business risk caused by municipal delay 


This is an area of unanimous concern. A renovator must submit 
plans to the municipality for approval. These plans must be 
checked for zoning compliance and Ontario Building Code compliance. 
Renovators can experience delays in both of these areas. 


Zoning compliance is the biggest area of delay. Virtually any 
change outside the walls of an existing city house type building 
requires a Committee of Adjustment hearing than can take 6-8 weeks 
for a decision. Typical items included would be bay windows and 
third floor additions. Duplex provisions such as covered parking or 
use of basement space as habitable areas can delay permits for months. 
Many buildings, as aresultof this process, are built before permits 
are ever issued. Stop work orders are commonly ignored and court 


action results between many builders and the City. Much of this could 


be eliminated with clear rules relevant to renovation rather than 
zoning designed for new construction. 


Building Code compliance is not seen as a problem area. The Code is 
generally accepted as a desirable feature of building. Municipal 
use of the Code, however, is uneven. What must be in drawings to 
indicate use of the Code is unclear and is up to the municipal Code 


examiner . He can ask for additional information after drawings are 
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Submitted, or change construction details on the construction 
Site that were approved in drawings. The arbitrary process is a 
problem area and leads builders to steer clear of more difficult 
buildings in the Code such as duplexes and multiples of all types. 


Comment 


The uncertain nature of municipal approvals relates directly to 
virtually all other issues. Quality of work cannot be maintained 

if experienced tradesmen are not kept working. A delay can force their 
layoff and employment elsewhere. Delays often cause the sources of 
interim financing to become nervous and pull out support. This leads 
to a high rate of business failure, giving remaining businesses an 
unstable public image. This same high turnover makes it difficult for 
renovators to develop any type of professional association that could 
be helpful in developing standards of renovation quality that could 
ensure reasonable consumer understanding of the components of value in 
a renovated house. Smaller, less financially secure companies are 
also less likely to undertake multiple unit rental accommodation that 
requires more accounting and management skills. It is more 
advantageous to a small company to stay with high profit, quick return 
Single family housing. 


If renovation is to be encouraged, special policies in the Official Plan 
and Zoning By-law would be very useful. The thrust of the policies 
would be to give renovators a greater ability to build without 

Committee of Adjustment decisions and to create a face to face approval 
process for Building Code approvals, with time limits for response and 
an appeal procedure. 


Access to reasonably priced unrenovated houses 


The renovator would like to operate in one area for many years, acquiring 


Soe hon = 


houses and renovating for his market group. This is most efficient 
for him in that his trades can move from one house to another 


easily, as in-new suburban construction. 
Comment © 


This issue relates clearly to the role of the realtor, land speculation 
and the Ontario Land Speculation Tax. If the control of the 
unrenovated housing stock falls into a few hands, the existing 
renovation companies would find the profitability and future of 


their companies severely limited. 


te Quality of work 


Some renovators want to produce a high quality finished house and get 
public recognition for it. They also want to see those that are not 
producing a respectable quality get out of the business. 


Comment 


The ability to produce this quality depends in the first instance on 
straightforward municipal approvals and access to housing. This will 
keep their reputable trades working. It also requires standards of 
quality for a renovated house and some definition of where renovation 
that adds to the life of the house stops and mere cosmetic activity 
begins. There is some possibility that a self-regulating professional 
association could accomplish the creation of quality Standards. 


Less Important Issues for Renovators 


(4) Ability to undertake rental projects 


Not many renovators want to do rental projects. It is not clear 
what the primary reason is. It is clearly more difficult under the 
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Building Code and at the municipal zoning level to do rental 
projects. Resolving these problems, however may have no impact 
if rental is economically unfeasible. Economic feasibility is 
most directly affected by the combination of rent control and high 
interest rates. A combined policy approach would be needed to 
increase rental accommodation provided by renovation. 


(5) Ability to secure financing 


This is generally not considered a problem except for very small 
companies. 


Comment 


Any improvement in the access to capital without dealing with the 
issue of quality and who controls access to unrenovated houses 
may put more money into speculative projects than into better 
quality housing. 


(6) Neighbourhood changes 


Most renovators feel they are improving the area. However, it is 
agreed that the high cost of their housing will change a neighbourhood. 
They would readily build less expensive housing, or small rental units, 
if it could be shown there was a profit in this and if the municipal 
process was supportive. 


Comment 
Any governmental policy will have to deal with the question of who 


receives the distribution of benefits from government intervention 
and the equity of this distribution. 


APPENDICES 
Appendix |: ~ List of Housing Renovators Interviewed 


Appendices Available on Request 


(1) Complete Quantity Surveyor Reports for All Case Studies: 
TAr Loe ce One obey 4 yD 


(2) Questionnaire used for Renovator Interviews 


(3) All Housing Units Added and Renovation for Resale Tables 
from Section 4 Presented at the City Ward level. 


APPENDIX ji: 


List of Housing Renovators Interviewed 


ties i. Millis and Mr. D. Chizen 
Chizen and Mills Ltd. 

Box 104, Station J 

Toronto, Ontario 


Mr. J. Chen 

Vice President 

Darrel Kent Real Estate Ltd. 
542 Parliament Street 
Toronto, Ontario 


Mr. J. Hoffman 


Mr. J. Vaughan 

Wakefield Realty 
1955 Yonge Street 
Toronto, Ontario 


Mr. G. Herezeg 
82 Birch Avenue 
Toronto, Ontario 


Mr. P.T. Martel 
President 

Martel Real Estate Ltd. 
169 Danforth Avenue 


Toronto, Ontario 


Mr. C. Moon 
10 Foxbar Road 
Toronto, Ontario 


Mitr I. Dice AYKrer 

Gillen Associates Ltd., Realtor and 
Clarendon Construction Ltd. — 

1231 Yonge Street 

Suite, 202" 

Toronto, Ontario 


Mrs. M. Pennington 
Kellner - Pennington 
33 Rosedale Road 
Toronto, Ontario 


Mr. A. Brugger 
Royal trust Ltds5° Realtor 
Toronto, Ontario 


Mr. D. Robertson 
60 Palmerston Square 
Toronto, Ontario 


Mr. P. ‘Martel 
Architect 

27 Madison Avenue 
Toronto, Ontario 


Mee R. Lind 

Armstrong and Molesworth 
Architects 

188 Davenport Road 
Toronto, Ontario 


Mr. Laureano Martinez 
Martinez Construction Company 
58 Metcalf Street 

Toronto, Ontario 


Mr. Gerhard Linse and Associates, 
Renovation and Redevelopment Consultants, 
207 Queen's Quay West 

iOVON CO. 


Mie eek any SiON, 
Innstead Co-operative Inc. 


UVewteenoOnrap bait . 

Co-operative Housing Federation of Toronto Inc., 
299 Queen Street West, Suite 501, 

mononio, Ontario. 
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